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Editorial Comment 


THE SECOND HALF OF 1935 


ROSPECTS for further business recovery during the 
Preceona half of the year are not entirely clear. In the 
first half of the year, especially in the first quarter, 
considerable progress was made in that direction, but as the 
second quarter closed the situation was less favorable. This 
was particularly the case with the steel industry, the old- 
time barometer of business activity. On the other hand, 
automobile production, hardly less conspicuous as a business 
barometer than steel itself, has been proceeding at a rate 
strongly indicative of recovery. Construction, another pri- 
mary indicator, in some lines is definitely on the advance. 
Bank clearings are showing marked gains, but expansion 
of bank loans has not as yet taken place to any marked 
extent, That the banks are well supplied with the funds 
necessary to provide credit as required is a well-known fact. 
The course of affairs within the remaining six months 
of the year is obscured to some extent by national legisla- 
tion now pending or actually enacted. Among the measures 
‘ausing the greatest concern are those for regulating bank- 
ing, holding companies, and the heavier taxation of large 
inheritances and the incomes of corporations. Concern is 
also felt over the size of the public debt and its continued 
growth without adequate steps being taken to meet the huge 
outlay for relief and other purposes. 

While the outlook is for a continuation of the decline in 
business activity through July and August, the belief is 
current that the early autumn will witness a change for the 
better. Whether this turn will be sufficiently favorable to 
offset the decline of the summer months remains to be seen. 
























COMPARATIVE FIGURES OF MEMBER BANKS 


NDER date of May 22 the Federal Reserve Board 
| issued “Member Bank Call Report No. 65,” giving 
the condition of member banks as of March 4, 1935, 
and comparative statistics relating to former dates and the 
several classifications of the banks. Between March 5, 
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1934, and March 5, 1935, loans and investments increased 
from $26,548,211,000 to $28,271,450,000, or by $1,723,- 
239,000. ‘Total deposits increased during the same period 
from $29,280,158,000 to $34,053,673,000, or by $4,773,- 
515,000. United States Government direct obligations held 
by member banks amounted to $8,667,064,000 on March 5, 
1934, and to $9,820,993,000 on March 4, 1935, an increase 
of $1,158,929,000. The surplus, which on March 5, 1934, 
amounted to $1,724,400,000, had declined on March 4, 1935, 
to $1,654,606,000, and the undivided profits rose from $376,- 
141,000 to $410,272,000. 

An interesting feature of the report is the growth in 
time deposits. On March 27, 1930, they stood at $13,518,- 
731,000; by June 30, 1933, they were down to $8,980,- 
860,000, but by March 4, 1935, they had risen to $10,045,- 
297,000. By comparison, the demand deposits on March 
27, 1930, were $17,078,905,000; on June 30, 1933, $12,- 
927,778,000, and on March 4, 1935, $16,755,809,000. ‘Thus, 


while the time deposits decreased between March 27, 1930, 
and March 4, 1935, by $3,473,434,000, demand deposits fell 
off in the same period by only $323,096,000. Stated in 
another way, the following appears: 


Total Deposits 
March 27, 1930 $3 
June 30, 1933 2¢ 
March 4, 1935 3 
Time Deposits 
March 27, 1930 $13,518,731,000 
June 30, 1933 8,980,860,000 
March 4, 1935 10,045,297 000 
Demand Deposits 
March 27, 1930 $17,078,905,000 
June 30, 1933 12,927.778,000 
March 4, 1935 16,755,809,000 


5,784,057 ,000 
3,563,927 ,000 
4,053,673,000 


‘The approximate ratio of time deposits to total deposits 
was, for the years named, as follows: 

March 27, 1930, 36 per cent.; June 30, 1933, 33 1/3 per 
cent.; March 4, 1935, 29 per cent. 

In the Report of the Comptroller of the Currency for 
the vear 1934, appears a comparison of the relative changes 
of the two classes of deposits between June 30, 1930, and 
June 30, 1934, the figures being for the national banks only. 
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On the dates named changes in these two classes of deposits, 
as expressed in percentages have been: 

Krom June 80, 1930, to June 30, 1931, demand deposits 
were reduced 7.51 per cent. and time deposits 1.98 per cent. 
Between June 30, 1931, and June 30, 1932, demand de- 
posits were reduced by 21.43 per cent. and time deposits 
15.31 per cent. Between June 30, 1932, and June 30, 1933, 
demand deposits were reduced by .59 per cent. and time 
deposits by 14.53 per cent, Between June 30, 1933, and 
June 30, 1934, demand deposits increased by 17.57 per cent. 
and time deposits by 10.84 per cent. 

lor the limited period under consideration, time deposits 
have not shown a uniform tendency to increase as compared 
with demand deposits, and for the latest period, so far as 
relates to national banks only, demand deposits increased 
at a substantially greater rate than did the time deposits. 

The influence w hich gave such an impetus to the growth 
of time deposits—the lower percentage of reserve required 

-antedates the period embraced in the above study. Now 
that interest has been abolished on demand deposits, held 
by national banks, while interest may still be paid on time 
deposits, the comparative growth of the latter will probably 
be accelerated. In practice bankers are discovering that 
the words “time” and “demand,” as applied to deposits, 
have lost much of their significance. 


REDISTRIBUTING WEALTH BY TAXATION 


RESIDENT ROOSEVELT’S message proposing 

higher gift and inheritance taxes on large estates and 

increased levies on big corporations must be considered 
less as a revenue measure than as a plan to break up great 
fortunes and to restrain the growth of corporations, al- 
though it is encouraging to note that the funds to be de- 
rived from this source are to be segregated and applied to 
a reduction of the public debt. 

This proposal rests upon the belief that the country 
would benefit by a wider distribution of wealth, to be 
achieved by taxation, and that corporate size is of itself a 
menace to the public welfare. 

Between a wider distribution of wealth resulting from 
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the energy and skill of the individual, and that coming from 
the imposition of confiscatory taxation with the same end 
in view, a wide difference exists. As to the first method, 
in theory at least, there appears little objection. But as 
to the second method many doubts arise, although this 
method may be defended on the ground that individuals 
created the wealth and can obtain what they consider their 
due share in no other way than by taking it in the form of 
taxes and distributing the benefits among the various mem- 
bers of the community. 

Perhaps the real question involved does not relate so 
much to those who make the distribution—the managers of 
industry in one case and the politicians in the other 
to the economy in the distributive process. Will the dollars, 
all of which are locally earned, suffer so much waste in 
their collection and remittance to Washington and their 
subsequent distribution as to cause the recipients of these 
governmental benefits to get less than they would had the 
earnings been distributed in the customary manner? 

Wealth employed in production and trade acts to create 
more wealth. With a large share of productive wealth 
diverted to Washington to be employed in governmental 
schemes of various kinds, the additions to wealth from this 
source will be diminished; and, ultimately, the revenue from 
this source will necessarily fall off as capital funds are re- 
duced by taxation. The people will be, to an extent, living 
on their capital. 

Whether the mere size of a corporation is of itself in- 
jurious to the public interest may well be doubted. This 
would seem to depend upon what the corporation does. If 
its acts are harmful to the public, such harm is susceptible 
of legislative correction, unless it can be shown that the 
wrong is inherent in size and therefore incapable of separa- 
tion, 

A wide distribution of wealth seems an ideal to which 
ull should yield unqualified assent. But actually people 
are less interested in large ‘apital accumulations than in 
the products of such accumulations. Breaking up great 
aggregations of wealth may have an effect directly con- 
trary to that intended. Having through taxation curtailed 
the amount of wealth used in producing more wealth, it 
would be unreasonable to expect to continue to receive the 
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same share of the product of the diminished capital sums. 
And it is the product of wealth that counts. 

Before embarking on alluring plans to redistribute 
wealth, it would be best to consider if the attempt may not 
actually tend to the destruction of wealth. 





REDUCTION OF INTEREST RATES IN 
NEW YORK 
N June 21 the New York State Banking Board 
adopted a regulation fixing the maximum annual 
interest rate to be paid depositors by banks, trust 
companies and private bankers at 2 per cent., the regula- 
tion to become effective October 1, 1935. This rate is also 
applicable to the dividend rate to be paid by savings banks, 
subject to exceptions that may be authorized in proper 
cases. In fixing this rate, which is a reduction from the 
previous maximum rate of 21% per cent., the board declared, 
that after consideration of the various factors involved, par- 
ticularly of current earnings on bank investments, the re- 
duction was in the interest of sound banking. Since na- 
tional banks are prohibited from paying a rate above that 
prescribed for state institutions, this regulation will also 
apply to deposits in national institutions located in the State 
of New York. 

There are various factors which have made the adop- 
tion of this regulation inevitable. Call loan rates are down 
to a nominal figure; the return on Government securities, 
especially those of short term, are little better, and even 
the state and municipal securities in which the banks may 
invest are being marketed at a very low rate. The plethora 
of funds in the banks, and the limited demand for ac- 
ceptable loans, are additional factors in the situation. In- 
deed, it is difficult to see how the banks can afford to pay 
any interest at all on time deposits, interest on demand 
deposits having been previously abolished for banks that 
are members of the Federal Reserve. 

I.ow interest rates, supposed to be attractive to borrow- 
ers, are nevertheless an indication of business stagnation, 
and as a lure to increased activity, they have long proved 
ineffective. 
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The low rate on savings deposits, while no doubt prop- 
erly responsive to the existing situation, may discourage 
savings, and thus be an element tending to retard recovery 
once the demand for capital in the heavy industries revives. 


FEDERAL RESERVE HISTORY 


HIEFLY interesting from the standpoint of Federal 
Reserve history, must be the verdict applied to the 
recent explanation by Adolph C. Miller of the course 

of action taken by the Federal Reserve Board preceding 
the 1929 stock market collapse. Mr, Miller has been a 
member of the board from the time of its organization, and 
is therefore well qualified to describe what happened in 
that eventful period. 

While not absolving the board from responsibility for 
what occurred, he seeks to pin the chief share of the blame 
upon the Federal Reserve Bank of New York, and its 
Governor, the late Benjamin Strong. 

Mr. Miller does make one observation pertinent te 
present-day discussion of Federal Reserve policy. He ex- 
plains that, under the law, the initiative in credit policy 
lies with the Federal Reserve banks, subject to approval 
or disapproval by the Federal Reserve Board. This would 
seem to give the latter final authority, but in practice it 
might be otherwise, for the board might be reluctant to 
follow a course mapped out by all the Federal Reserve 
banks or even by a majority of them. As a matter of fact, 
there has existed what, in effect, is a division of authority, 
and Mr. Miller thinks this situation should be remedied by 
lodging the power with the Federal Reserve Board. This 
is sought to be done by the banking bill before the present 
Congress. 

Wherever this authority over credit policy may be 
lodged, its employment at the proper time to check specu- 
lation will be found extremely difficult. When business is 
buoyant and everybody happy in consequence, any proposal 
or action designed to moderate this exuberance will be gen- 
erally looked on as an attempt to interfere with the natural 
course of things. People are enjoying themselves, why 
obstruct their happiness? The kill-joy is no less unpopular 
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in the realms of finance and trade than in other less solid 
realms of human activity. 

But in his long discussion of Federal Reserve policy, 
Mr. Miller seems to have missed the important point in 
the whole matter. He deals with policies and administra- 
tion, leaving out of consideration altogether the defects 
inherent in the Federal Reserve Act itself. The poet Pope 
thought that while fools might contest for different forms 
of government, that which was best administered was best. 
But those charged with administering the Federal Reserve 
Act are bound by the law as it exists. They cannot change 
the law in any essential respect. ‘There are in this law pro- 
visions directly encouraging the undue credit expansion 
which precedes speculative frenzies of one sort or another. 
The diminished reserves, the deposit of all legal reserves 
of members with Federal Reserve banks, the easy methods 
of borrowing, and the consequent pyramiding of credit— 
all these have in them the germs of inflation and disaster. 
None of these faults, inherent in the Federal Reserve Act, 
have been considered in recent attempts to amend that act. 
On the contrary, some provisions of the latest proposal 
would add to their number. Until this fact is realized, 
criticism of the policy of the Federal Reserve Board seems 
pointless. 





RELIEF FOR BANKERS 
Crier’ +RESS has passed some legislation affording re- 


lief to worried bankers. Those who had borrowed 

from their institutions, and were threatened with fine 
and imprisonment for failure to pay their loans, have been 
given a further breathing-spell. By granting them an ex- 
tension of three years in which to settle, Congress has taken 
off a heavy load from the bankers who have borrowed from 
their institutions and who have been unable to pay. It will 
be observed, in this instance, that the penalty which Con- 
gress imposed on the impecunious borrower was much more 
severe than the one the banker can inflict upon his borrowers 
who fail to meet their loans. For people generally, im- 
prisonment for debt is no longer a practicable means of 
enforcing payment. But the bank officer who borrows 
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from his own bank is looked on as a malefactor for whom 
imprisonment is a just penalty. 

While the banker who borrows from his own bank 
may consider that he has a right to do so, since he is only 
borrowing out of a capital fund which he himself helped 
to create, it must be remembered that the capital was 
created for other purposes. And, furthermore, a banker 
who gets a loan from his own bank is very apt to regard 
the security offered with greater favor than would be be- 
stowed upon that offered by other borrowers, nor is he 
likely to be so insistent on prompt reduction or payment of 
the loan in full when he is the one who must pay. 

Further relief to the bankers has been afforded by Con- 
gress in passing a resolution extending for sixty days from 
July 1 the temporary deposit insurance plan, and thus 
postponing the taking effect of the permanent plan to 
which the banks generally are strongly opposed. 

Since the Federal Government is leaning on the banks 
for funds for carrying on its various enterprises, common 
decency would suggest that the hand of punitive legislation 
should not be Jaid too heavily on the banks of the country. 





GOLD MADE A SOURCE OF INCOME 
Rite the t are current in the newspapers to the effect 


that the United States Treasury will construct a huge 

vault or cave in which to bury some of our huge stock 
of gold, this receptacle to be located in the State of Ken- 
tucky, the idea apparently being that in this way the treas- 
ure will be better safeguarded from enemy confiscation than 
while it is stored nearer the seaboard. 

It seems never to have occurred to the proponents of 
this plan that gold could be most effectually safeguarded 
both from enemy confiscation and from undue loss by ex- 
portation by decentralizing the metal and placing it in 
general circulation. 

There is another aspect of this proposed burying of 
gold worthy of consideration during the heated spell. It 
is modestly suggested by THE BANKERS MaGaAZINE that in- 
stead of constructing a new cave in which to entomb the 
yellow metal, that the existing Mammoth Cave in Kentucky 
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be utilized for this purpose. Within the portals of this 
great natural wonder a vault could be constructed with 
doors of glass through which the immense hoard of gold 
would be clearly visible to a gaping and admiring public. 
Thus would be combined a love of natural beauty with a 
little bit of economic education, a most laudable object . 

In connection with this plan, it is also suggested that 
one of the great monetary authorities at Washington be 
delegated to explain to the visitors to the vault just what 
useful purpose is being served by the burial of so much gold 
there or elsewhere. 





THE TEXAS CENTENNIAL 

EXT year the Lone Star State will celebrate the one- 

| \ hundredth year of its independence, achieved March 

2, 1836. The war between the United States and 

Mexico, to which Texas previously belonged, resulting in 

the later admission of the state into the Union, are familiar 

episodes in American history, some of them still remaining 

subjects of controversy. But that is water long since over 
the dam. 

In deciding to celebrate the chapter in her history which 
brought about independence, Texas directs attention to 
some stirring actions, great and courageous men, and to 
the wonderful position the state occupies as territorially the 
largest of all the forty-eight states comprising the Federal 
Union. 

The battle of San Jacinto, the defense of the Alamo, 
were unique and inspiring events, while the men whose 
courage made Texas free rank high in our heroic annals. 

Next year’s celebration will include special observances 
at the shrines with which the state abounds, but will con- 
verge around a central exposition to be held at Dallas, 
where exhibits will be displayed illustrative of the progress 
made during the one hundred years of independence. 

Texas is interesting from its vast extent alone, but more 
from the great variety and volume of its products, the 
many splendid cities and towns, and especially from the 
energetic character of the population. 

While at one time and for a considerable period a pro- 
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vision in the constitution of the state prohibited the charter- 
ing of banks, the banker who contemplates visiting Texas 
next year need not take this as an evidence of hostility to 
those engaged in the banking business. For while taking 
inspiration from the state’s history and its remarkable de- 
velopment, he will find himself among people whose hos- 
pitality is unbounded. ‘Texas is a good state to visit at any 
time. It will be surpassingly so in 1936. 





“THE SOUNDEST MONEY IN THE WORLD” 
HAT our money is the soundest in the world was re- 
cently stated from high official quarters. There are 
various tests to be applied in determining the sound- 

ness of a monetary system. But if we apply a test com- 
monly accepted, that of the gold on which the paper circu- 
lation rests, strong support will be found for the above 
claim. 

On May 381, according to the circulation statement of 
United States money, the total outstanding paper of all 
kinds was $11,473,627,843. But of this amount gold cer- 
tificates of a total of $6,019,307,539 were supported by an 
equal amount of gold, and silver certificates of a total of 
$794,978,446 were backed by silver dollars and silver bul- 
lion nominally valued at $849,642,037. On the date named, 
while the total gold stock was placed at $8,858,496,793, 
only $6,019,307,539 was represented by gold certificates. 
Excluding both the gold certificates and the silver certifi- 
rates, leaves a balance of $4,659,341,858 of outstanding 
paper of various kinds, against which there is $2,839,- 
189,254 gold not represented by gold certificates. 

From these figures, derived from official sources, it will 
be seen that measured by the test mentioned, that of gold 
backing, the paper currency of the country is so adequately 
secured as to warrant its being classed as the soundest 
money in the world—a statement true enough in itself, but 
modified to a considerable extent by the knowledge that 
many of the world’s monetary systems today are far from 
being in a sound condition. 

The paper currency of the United States, while ade- 
quately secured by gold (in reality it is over-secured), has, 
in some cases, other valuable security behind it. 
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Our total stock of money on May 31 was $14,811,767,- 
191, perhaps the highest on record. Why, with this super- 
abundant monetary supply, the prosperity of the country 
is not correspondingly great, those who hold that business 
activity is conditioned by the supply of money have not 
satisfactorily explained. 


PROHIBITING SUITS FOR PAYMENT 
IN GOLD 


S there are still outstanding a large volume of United 

States bonds containing the “gold clause,” it is quite 

natural that the Government should be concerned as 

to the possibility that suits may be brought demanding either 

that payment be made in gold or in sufficient legal tender 

currency to meet the deficier ney due to the devaluation of 
the gold content of the dollar. 

To meet this situation, the President, on June 27, sent 
a message to Congress proposing that the United States 
withdraw its consent to be sued upon its currency or secu- 
rities. He further recommended legislation “that will au- 
thorize and direct the Secretary of the Treasury, at the re- 
quest of the holders of gold-clause securities of the United 
States, to make payment therefor in cash, dollar for dollar, 
with accrued interest, or at the holder’s election, to exchange 
such securities for non-gold-clause securities with the same 
interest rate and maturity.” 

While the holder of these bonds who might elect to de- 
mand payment in cash would receive currency and not gold, 
it will be seen that there is a good reason why the Govern- 
ment should wish to get this matter cleared up now. It 
will be recalled that the Supreme Court, in its “gold-clause” 
decision declared that denial of payment in gold had oc- 

‘asioned no substantial loss, since other forms of currency 
had the same purchasing power as gold. But implicit in 
this statement was the fact that substantial loss might be 
incurred should the purchasing power of the currency be- 
come impaired—an eventuality that was mentioned in these 
pages at the time the decision was rendered. Evidently, 
it is to forestall suits that might then arise that the Presi- 
dent has thought it wise to recommend legislation of the 
character indicated. 
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The Supreme Court declared that Congress had no con- 
stitutional power to invalidate the obligation to pay its bonds 
in gold where the bond contained a provision for payment 
in that coin. From this it necessarily follows that the “gold 
clause” is still valid, although under present circumstances 
there is no apparent remedy to enforce it. In the language 
of the Supreme Court, the remedy was to be found in the 
“binding conscience of the sovereign.” ‘To a certain extent 
this obligation would be recognized by the adoption of the 
President’s recommendations; for should present holders 
of the gold bonds elect to have them redeemed in cash, they 
would escape any loss that might arise from future depre- 
ciation of the currency. But redemption of the bonds 
in cash would put rather a heavy strain on ‘Treasury financ- 
ing. Probably most holders of gold bonds will be willing 
to exchange them for obligations payable in dollars. 

Some of the holders may be unwilling either to make 
this exchange or to accept cash, looking forward to a time 
when Congress may be disposed to authorize payment in 
gold or its equivalent, the only kind of payment which, un- 
der the Supreme Court’s ruling, meets the requirement of 
the stipulation the bonds contain. 

On the face of the matter, it would seem that Congress 
having enacted a statute declared by the Supreme Court 
to exceed its constitutional powers would recognize this fact 
and act accordingly. Though it must be confessed that to 
do so would not be easy. 

Since the repudiation of this obligation and the de- 
valuation of the dollar have been productive of no good but 
of much harm, regret must be felt that the policy ever re- 
ceived the sanction of Congress and the President. 

Our own citizens may not require payment in gold, but 
the Republic of Panama can, and the United States has 
decided to accede to this demand. Thus the foreign coun- 
try is given a preference as against our own people. And 
should a gold-brick standard be established, providing gold 
for export only, while making it impossible for domestic 
holders of currency to secure its redemption in coin, the 
foreigners would continue to be favored at the expense of 
the American people. 
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Banker! Speak Out! 


The Public Must Be Educated About Banking — Will You 
Co-operate in Establishing This Public Confidence? 


By R. E. Doan 
Director of Public Relations, The Denver National Bank, Denver, Colo. 


all things related to banking are 
matters of deep mystery. 
The Aztecs of Montezuma’s time were 
no more mystified by what they under- 
stood went on in the secret chambers 
of their temples; they were no more 
awed by the actions of their priests than 
the man in the street is by the bankers, 
banking policy, banking methods, and 
the terms which bankers use. They have 
a very hazy and indefinite feeling, al- 
most a hunch, that banking is a private 
snap indulged in by a group of canny 
people who have organized selfishly an 
institution to prey upon the public. 
Do not delude yourselves into the be- 
lief that the events which have hap- 
pened in the last five years, and the state 
of mind evident on every hand today, 
is but a passing episode or an ordinary 
freshet of thought that will soon run 
off and leave the former status quo. 
. . . Don’t forget your owners, but for 
God’s sake, remember the public.” 
These are not the rantings of a radi- 
cal, nor the ravings of an enemy to 
banking; neither were these remarks 
made during the heat of public antago- 
nism toward banks. Instead, they are 
the common sense statements of a well- 
known business man—Harrison Jones, 
executive vice-president of the Coca- 
Cola Company; and they were made as 
recently as last fall during an address 
before the Financial Advertisers Asso- 
ciation convention. 


“Ts the average man, banking and 


RESULTS OF QUESTIONNAIRES 
Here, in a nutshell, Mr. Jones has 

given us a true picture of the public’s 

attitude toward banking. In case there 


may be some doubt in our minds, how- 
ever, as to the extent of Mr. Jones’ 
knowledge of the situation, let us ex- 
amine the facts a bit more closely. Let 
us glance briefly at the results of a few 


Mark Twain once lamented that 
everybody complained about the 
weather but that nobody ever did 
anything about it. The same might 
be said about the present state of 
the public’s attitude towards bank- 
ing. Everybody admits that this 
attitude is unfair and reveals as- 
tounding ignorance of banking and 
its real function in the economic 
life of the community. But nobody 
comes forward with any definite 
concrete program of counter-action. 
Not so, Mr. Doan. He has a plan 
—a definite plan—which he now 
offers to his fellow bankers. What 
do you think of it? THE BANKERS 
MaGaZINE offers its columns to its 
readers for the frank expression of 
their views. “Mr. Banker, speak 
out!” 


questionnaires in various parts of the 
country. 

From San Antonio, Texas, last year, 
a questionnaire was sent out to about 
1200 depositors scattered all over the 
United States. These names were se- 
cured by selecting those checks for $100 
or more which had the depositor’s name 
printed thereon. This would indicate, 
in a general way, that the makers of 
these checks had some standing in their 
community—in short, that they were 
not an ignorant class. Neither the 
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questionnaire nor the envelopes bore 
any indication that a bank was identi- 
fied with the research. Only a post of- 
fice box number was used. Replies were 
received from approximately 400 people. 
Here are a few of the results: 

1. When asked whether or not they 
had been given adequate information 
regarding the reason for service charges, 
and whether or not they had been sold 
on the value of those services for which 
charges were made, 60 per cent. of the 
replies indicated that the public has not 
been adequately informed on either of 
these points. 

2. When asked whether or not they 
understood bank loan policies, and’ why 
banks cannot make certain kinds of 
loans, 83 per cent. of those replying did 
not feel that these points were under- 
stood by the public. 

3. When asked to comment generally 
on banks and banking, 32 per cent. of 
the replies were extremely critical. 


HOUSEHOLDERS AND STOREKEEPERS 


Let us pass along to another investi- 
gation made in a different part of the 
country. The questionnaire, in this case, 
was carried in person to hundreds of 
householders and storekeepers on the rim 
of one of our large cities, and the re- 
sults were reported in the United States 
Investor. We find: 

1. When asked how a bank earns its 
dividends, 90 per cent. of those visited 
replied that the bank speculates with 
the money of its depositors. 

2. When asked to tell what rate they 
believed a bank earned on its invest- 
ments, almost as large a percentage re- 
plied that smart men like those who run 
a bank must get at least 10 per cent. 
a year on such investments, because any 
average man could easily get 6 per cent. 

The United States Investor goes on 
to say that “the men who conducted the 
survey have not yet recovered from their 
surprise at such preponderance of mis- 
taken notions among householders and 
storekeepers of better than average in- 
telligence.” 
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PUBLIC FAVORS GOVERNMENT INVASION 


Let us continue our investigation, and 
learn the results of leaving the public 
in the dark regarding banking. In the 
latter part of 1934, the National In- 
dustrial Conference Board sent question- 
naires to newspaper and farm journal 
editors throughout the country. Among 
the questions asked were a few pertain- 
ing to banking, and the answers were 
carried in the American Banker. Re- 
plies were received from 4754 editors, 
representing a total circulation of 22,- 
744,000 
tion. 

1. When asked “would public opinion 
in your community favor government 
taking over the banking system?” 35.6 
per cent. of these editors reported in 
favor of the government taking over the 
banks; 59.7 per cent. voted against it; 
4.8 per cent. were doubtful. 

The American Banker sums up the 
situation by saying: “In no other point 
relative to government competition or 
entrance into business did so large a 
proportion of the editors favor govern- 
ment invasion.” 


a sizable slice of our popula- 


QUESTIONNAIRE TO RELIGIOUS LEADERS 

The results of one more questionnaire 
will suffice to show clearly the present 
public feeling. This one was sent to 
more than 100,000 ministers, rabbis, de- 
nominational leaders, and a_ limited 
number of theological seminary students. 

1. When asked: “Do you favor a 
system of private ownership of banks, 
under government regulation (instead 
of a system of socialized banking as a 
public service)?” the replies were as fol- 
lows: Yes, 7200; No, 6974; in doubt, 
5309. 

It is quite likely that many of our 
readers may consider the last two ques- 
tionnaires as insignificant, or even favor- 
able, since only approximately 35 per 
cent. of those replying in each case were 
in favor of government ownership of 
banks. However, in this connection, it 
would be well to remember that far 
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smaller minorities have often overridden 
a majority in. matters of social or eco- 
nomic importance in history. It would 
also be wise to consider those who are 
in doubt, and who might easily be 
swayed in either direction. 


IS PUBLIC CONFIDENCE LOST? 


In short, the results of these ques- 
tionnaires—-conducted among different 
classes of people and in different parts 
of the country—these results form real 
food for thought. Has the banker al- 
ready procrastinated so grossly in his 
moral and economic duty to educate the 
public that he has completely lost the 
confidence of that public? The results 
of these representative questionnaires 
would seem to indicate that the banker 
is today on the brink of that precipice 
of lost confidence and its necessarily 
tragic effects. 

An especially pertinent and timely 
warning along this line was given re- 


cently by W. L. Gregory, vice-president 
and cashier of the Plaza Bank of St. 


Louis. In an article in the Mid-Con- 
tinent Banker, Mr. Gregory said: “I 
make the prediction that another depres- 
sion, accompanied by banking disturb- 
ances such as we faced during this one, 
would mean the end of private banking 
in the United States. We must not for- 
get that there is a new spirit among 
the voters today, which cannot be taken 
too lightly. Are you willing to stake 
your future on the proposition that there 
will be no more depressions?” 

What, then, is the answer to the 
banker’s problem today? Let us return 
once more to the counsel of Harrison 
Jones. Looking at the problem from a 
distance, and bringing to it the experi- 
ence of competitive business, he says: 
“I think the time has come to practice 
self-revelation; to take the audience, who 
have sat agog, mystified and perturbed 
at our performance, behind the scenes 
and show them the inside workings of 
one of the world’s greatest businesses. 
This cannot be done in a day, nor in a 
year. It cannot be done spasmodically, 
and it cannot be done by one institution. 


One hundred and twenty millions of 
people must be reached. They must be 
reached constantly, continuously, and 
consistently. Every little phase of the 
banking business that you may desire to 
make known must be told a dozen times 
and in a dozen different ways and 
illustrated in every conceivable way.” 


A SUGGESTION APPLICABLE TO BANKING 


Here we have a concrete suggestion 
from a successful business man—a sug- 
gestion which has been followed, and its 
results proved over and over again, in 
business—a suggestion which is as ap- 
plicable to banking as to any other line 
of endeavor. 

For many years the business man has 
realized that the advertising of his spe- 
cific product is not merely a local prob- 
lem. He has known that it is a national 
problem. He has known that a pub- 
lic, thoroughly informed as to the 
various obligations, services, functions 
and benefits of any business, is the great- 
est safeguard that business can have. 
He has known that confidence is built 
only through knowledge and under: 
standing—and he has proceeded to build 
confidence in his specific product. 

In achieving this, business men have 
realized that one lumber man in a com: 
munity is not primarily competing with 
other lumber men in that locality. He 
is competing with every other merchant 
for the public’s dollar--competing even 
with the local banks. Stuart Chase, in 
his book “Your Money’s Worth,” quotes 
the following from the Electrical World: 
“The retail clothier, spending 6 per cent. 
of his gross revenue, is not advertising 
in competition with other clothiers; he 
is advertising in competition with the 
man who sells diamonds for a dollar a 
week, with the restaurant, the cigarette 
manufacturer, the automobile, corre: 
spondence school, and savings bank.” 


GREATER SALES EFFORT NEEDED 


There is a truthful expression of the 
facts. Every other line of business 
realizes this, but has the banker ever 
come to the realization that he is in 
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competition with the merchant? Has he 
ever seriously considered the fact that, 
if anything, he has an even stronger 
reason for entering into active competi- 
tion for the public’s attention—not only 
because banking is so important to the 
welfare of any community, but also 
because the services of a bank are so 
vitally important to every individual? 
Has the banker ever fully realized the 
fact that banking needs even greater 
sales effort than other lines of business, 
since the banker is offering an intangible 
service to his customer in most cases— 
a service the importance of which the 
banker realizes, but which the customer 
seldom appreciates at the moment? 

If the banker has realized these facts, 
he has done a splendid job of keeping it 
a secret. But let us look a bit more 
closely at the solution which other lines 
of business have found for a like prob- 
lem. These other lines have met the 
problem fairly, squarely and adequately 
—hby organizing and carrying their mes- 
sage to the public co-operatively. They 
have “sold” the public not alone on 
their individual stores, but 6n their spe- 
cific product or service. They have not 
been content, seeing clearly the futility 
of it, in reaching merely their present 
customers, or the comparatively few im- 
mediate prospects locally. They have 
organized and entered into co-operative 
effort which has enabled them to reach 
every person in the country—selling 
everyone on the product or service in 
question. 


EXPENDITURES BY TRADE ASSOCIATIONS 


Printers’ Ink Publications has been 
kind enough to compile for me, and for 
you, a few such figures on expenditures 
made or being made by various trade 
associations. Here they are: 

“The California Fruit Growers’ Ex- 
change invests approximately $2,000,- 
000 a year in advertising and merchan- 
dising. 

“A three year national advertising 
campaign costing $750,000 has just been 
decided upon by the trustees of the As- 





sociation of Pacific Fisheries. The ad- 
vertising fund will be raised by contri- 
butions of 5 cents a can from canners. 

“The red cedar industry of Washing- 
ton, Oregon and British Columbia, has 
recently announced a campaign which 
calls for an appropriation of $150,000. 

“In 1933, the Copper and Brass Re- 
search Association spent $100,000 in a 
national campaign. 

“In the same year, a million dollar 
drive was conducted by the Pineapple 
Producers’ Co-operative Association, Inc. 
The Brazilian American Coffee Promo- 
tion Committee also appropriated a like 
amount the same year. 

“At its convention in Atlantic City 
in the fall of 1932, the Cycle Trades 
of America authorized an advertising 
fund of over $200,000 to promote the 
use of cycles in this country.” 

There are the facts in the case. The 
members of these industries know that 
they are not primarily competing among 
themselves, but are competing with 
every other industry—including bank- 
ing—in the entire country. They realize 
that competitive advertising between the 
individual members of any one indus- 
try is not as essential as selling the pub- 
lic on the entire industry. They know 
that the public must be thoroughly in- 
formed as to the various obligations, 
services, functions and benefits of any 
business if that business is to survive. 

BANKING A NATIONAL PROBLEM 

This is no less true of banking. Bank- 
ing is not merely a local problem—it is 
a national one. This fact was well 
demonstrated not so long ago when a 
lack of understanding began to cause 
needless runs on banks in various parts 
of the country and soon spread like 
wildfire over the nation—resulting in 
loss and inconvenience to all banks in 
the United States. In the old days, be- 
fore transportation, communication and 
the dissemination of news had reached 
their present state of efficiency, bank- 
ing was a local problem. Today, how 
ever, conditions are far different. What 


t 





affects any large bank, or a number of 
smaller banks, in New York City, Chi- 
cago, Los Angeles or Detroit, affects 
every bank throughout the country. 
Banking has entirely ceased to be a local 
problem. It is a national one today. 
To put it bluntly, all banks are in the 
same boat. 

If private banking is to be successful 
—in fact, if it is to remain at all—the 
public must know what it is all about. 
They must be given the private banker’s 
side of the problem; shown why pri- 
vate banking is the right system for 
America; shown clearly the reasons for 
certain things which, at first glance, may 
seem objectionable. 


TRADITION OF RETICENCE 


Not every banker has been blind to 
the situation. Let us hear from L. E. 
Wakefield, president of the First Na- 
tional Bank and Trust Company of 
Minneapolis. He says: “We have lived 
up until the recent months under that 
traditional atmosphere of reticence until 
we have actually permitted that there 
be developed in this country through 
the propaganda and the political con- 
versations of today a strong and ac- 
cepted feeling that after all there must 
be something crooked about the banking 
business. . . . If it were not so, why 
do the bankers let it go unanswered? 
... We hear talk about the necessity 
and importance of the government of 
the United States taking over the bank- 
ing functions of this country. I am 
quite sure that one of the things that 
the public would like to know is just 
exactly what that would mean to every 
individual, whether he be active in busi- 
ness or not, as to his future.” 

Of course every individual would like 
to know such things. In fact, everyone 
must know such things before banking 
will really rest upon a firm foundation 
of public confidence. 

Everyone should know why banks 
make service charges, and should be edu- 
cated to a full appreciation of the serv- 
ices for which charges are made. Does 
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everyone know or 
things? 

Everyone should know the true facts 
behind the so-called “tightness” of 
banks today. Does everyone? 

Everyone should know the obligations 
of a depositor to his bank, as well as 
the bank’s obligations to depositors. 
Does everyone? 

Everyone should know the banker’s 
side regarding legislation proposed to 
regulate banking. Does everyone? 


appreciate these 


PUBLIC HEARS ONLY THE EVILS 


These are but a few of the countless 
things people should know about bank- 
ing. But what has the banker done to 
efficiently enlighten the public? Can 
Mr. Average Citizen be blamed for sid- 
ing against the private banker when he 
hears only the evils of private banking? 

The real blame for the present po- 
sition of banking in the public’s esti- 
mation can justly be laid at the very 
door of the banker himself—not at the 
door of the radical. If the banker had 
done his job of educating the public, the 
radical would never have been given 
serious consideration when he started to 
criticize private banking. People would 
have had the facts to refute the theories 
of the radical, and his words would have 
carried no appreciable weight. 

The situation was neatly summed up 
at the recent Mid-Winter Trust Con- 
ference of the A.B.A., when William 
C. Cope, president of Drake College in 
Newark, New Jersey, said: “He (the 
banker) hasn't defended himself and 
he does not fight back, and the more 
he is assailed, the less he says. It is 
traditional of the American people to 
keep right after the fellow who doesn’t 
defend himself.” 


REND THE VEIL OF SECRECY 


It will do us no good to merely cry 
over spilled milk, however. The fact 
still remains that the public must be 
educated regarding banking if banking 
is to survive in its present form. And 
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it is up to us as bankers to rend the 
veil of secrecy which has hitherto kept 
the public in ignorance and made them 
doubt the entire system. Let’s speak 
out! Let's tell them what private bank- 
ing is, why it is the best system, what 
the bank does with deposits, what the 
bank’s relation to the community is, how 
and why loans are made, why some 
loans are not made, what the depositor’s 
duty to the bank is, what costs the bank 
must stand on every account and why 
a service charge must be made. Let us 
show the man on the street how to 
build up credit at his bank, explain 
to him what government. regulations 
govern the banker and how they affect 
the customer, enlighten him as to why 
banks must make profits, show him in 
a concrete and practical way just what 
the effects of greater government inter- 
vention in banking would mean to him. 
In short, let’s tell the public about 
banking. 

But, you say, we are doing that very 
thing in our present bank advertising 
campaign; or we are doing it through 
clearing house advertising; or perhaps 
through our state bankers’ associations. 
True enough. Some few banks, clear- 
ing houses, and state associations arc 
working out excellent campaigns along 
educational lines—and they are to be 
complimented for seeing the light and 
making an effort to stem the tide 
locally. But are these campaigns really 
reaching the entire public? Do they 
comprise the utilization of commanding 
space in our national magazines or over 
national radio hook-ups. Certainly not, 
you say. It would be foolish for an 
individual bank, or a local clearing 
house, or even a state bankers’ associa- 
tion, to spend money on a national cam- 
paign. And you would be quite right 
in making such a statement. Your local 
lumber man, fruit merchant, or bicycle 
dealer would agree with you. No one 
individual or comparatively small group 
of merchants could hope to profit from 
advertising on a national scale. And 
no bank, nor all the banks in one neigh- 


borhood or one state can hope to do the 
job before us. It is far too large and 
important for such necessarily limited 
means. 


SOLUTION IS ORGANIZATION 


At last we come to the real solution 
of the problem. Local dealers in cloth- 
ing, pineapples, red cedar, potatoes and 
what not, were not content to let the 
problem drop. They realized that until 
everyone had been sold on their spe- 
cific product, the job was not done. 
They organized, and reached the entire 
country on a co-operative basis—with 
adequate national advertising campaigns. 
They did not abandon their local ad- 
vertising efforts, of course, but they 
realized that the problem is not merely 
a local one—that it is national, and 
that national education regarding their 
product was the primary essential to in- 
dividual success. 

It is the same decision that we, as 
bankers, must reach if we are to re 
main in the picture. It is up to all of 
us—every bank in the entire country 
to unite in an effort to sell the public 
on private banking, and this job can be 
done adequately and efficiently only 
through co-operative effort. It is time 
for the banker to speak out. 

If there ever was a time for silence 
on the banker's part, that time is now 
long past. The greatest fury of the 
storm has subsided, and the public is 
ready to listen to the banker’s side of 
the story if he will only become articu- 
late enough to give it. One danger re- 
mains—and that is the possibility that 
we may permit this opportunity to pass, 
falsely believing that since the public 
is a bit more quiet we may safely lapse 
back into our do-nothing-about-it policy. 
This is a real danger, and can only be 
circumvented by realizing that our en- 
tire private banking organization is buiit 
upon a foundation of sand until we 
strengthen that foundation by pouring 
in the cement of real public understand- 
ing of the problems, aims and benefits 
of our system. 












REACH EVERY MAN AND WOMAN 

It will not be sufficient to reach only 
the present customers of every bank in 
the country. We must reach every 
man, woman and child with the message 
of banking. If we miss any repre- 
sentative proportion of the people, how- 
ever small, our job will not be done— 
and when times of stress again confront 
private banking, we will find ourselves 
lacking the greatest asset of any busi- 
ness: public confidence based upon com- 
plete understanding. 

And it will not be sufficient to reach 
everyone only once or twice with bank- 
ing’s message. We must say it over 
and over again, and we must explain 
every phase of banking. This cannot 
be done in a day or a week or a month. 
It requires a long time if results are to 
be lasting and if we are to do the job 
well. 

This idea of national co-operative edu- 
cational bank advertising is not a new 
one. It has been broached many times, 
but bankers have hitherto procrastinated 
for one reason or another. Today, how- 
ever, the time is ripe for, and the situa- 
tion recommends, such an undertaking. 
Although the storm has subsided to a 
great extent, the public is still avidly 
interested in banking, and our legis- 
lators have their ears to the ground 
ready to crystallize public opinion into 
additional banking legislation. 


OTHER FINANCIAL FIELDS AWAKENED 


The idea is not a new one in other 
financial fields either. It had been con- 
sidered for many years among the 
building and loan associations, and 
they too procrastinated. Now, how- 
ever, they have realized the urgency of 
the occasion. As a result, you will 
soon be regaled in national magazines 
and over the radio with building and 
loan advertising on a national scale. In 
addition to these basic mass mediums, 
their program embraces tie-ups by means 
of window and counter displays, folders, 
postcards, letters, blotters and complete 
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local newspaper campaigns. Building 
and loan has seen the light and is march- 
ing forward toward public confidence 
through understanding. 

Banking is perhaps better equipped to 
initiate such a nation-wide campaign 
than any other business in the country. 
In the American Bankers Association 
we have an efficient organization to act 
in an advisory capacity, to help formu- 





1. I ask that every reader of this 

article take the matter of national 
co-operative bank advertising up at 
the next meeting of his local clear- 
ing house association. At that time, 
a vote should be taken to determine 
the action of that clearing house 
group regarding the plan. 
2. After a decision has been 
reached in the clearing house, the 
secretary should immediately com- 
municate with the state bankers’ 
association, informing them of the 
clearing house decision. 

3. After reports have been re- 
ceived from all clearing houses in 
the state, each state bankers’ asso- 
ciation secretary should immediately 
communicate the results either to 
the author of this article, or to the 
editor of this magazine. 

4. After all state association 
secretaries have been heard from, 
a summary of the reports will be 
forwarded to the A.B.A. and to 
the F.A.A., so that plans may be 


formulated accordingly. 








late the basic principles and program 
for such co-operative effort. In the 
Financial Advertisers Association we 
have trained financial advertising men 
who can superintend the writing and 
effective placing of copy. What more 
could be asked as regards organization 
for co-operative effort? 


REAL EDUCATIONAL PROGRAM 


At a cost of as low as 1/200th of 1 
per cent. of each bank’s total assets (5c 











per $1000), the job could be done admi- 
rably. A _ real educational campaign 
could be conducted through the various 
mass mediums so essential to reach the 
public today—national magazines and 
nation-wide radio hook-ups; and ma- 
terial could be furnished for local tie- 
ups, such as prepared newspaper ad- 
vertising, direct mail material, counter 
and window displays, statement en- 
closures, etc. 

The primary consideration is, oi 
course, the willingness of the bankers 
to co-operate. Since a start, however 
small, must be made sometime, I offer 
the following suggestions: 

1. I ask that every reader of this ar- 
ticle take the matter of national co- 
operative bank advertising up at the next 
meeting of his local clearing house asso- 
ciation. At that time, a vote should be 
taken to determine the action of that 
clearing house group regarding the plan. 

2. After a decision has been reached 
in the clearing house, the secretary 
should immediately communicate with 
the state bankers’ association, informing 
them of the clearing house decision. 

3. After reports have been received 
from all clearing houses in the state, 
each state bankers’ association secretary 
should immediately communicate the re- 
sults either to the author of this article, 
or to the editor of this magazine. 

4. After all state association secre 
taries have been heard from, a summary 
of the reports will be forwarded to the 
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A.B.A. and to the F.A.A., so that plans 


may be formulated accordingly. 


A PRELIMINARY SURVEY 


There will, of course, be no obliga- 
tion whatever incurred. This _ will 
merely be a preliminary survey to de- 
termine the bankers’ attitude toward the 
idea. If enough bankers are in favor 
of the plan, it will be referred to the 
A.B.A. and the F.A.A. for definite 
action. 

While such action is being taken by 
readers, the editor of this magazine has 
kindly consented to open a National 
Co-operative Bank Advertising Forum 
for the discussion of such a plan. Every 
banker’s comment will be received with 
pleasure, and a number of these com- 
ments will be published each month in 
this Forum. 

Will you do your part by not only 
taking this matter up at your next clear- 
ing house meeting, but by writing your 
comment on the plan either to the au- 
thor of this article or to the editor of 
this magazine? We want to know your 
views regarding the plan. 

In conclusion, may we once more 
quote Mr. Gregory's question: “Are 
you willing to stake your future on the 
proposition that there will be no more 
depressions?” Are you willing to gam- 
ble upon the possibility that private 
banking will never again stand in need 
of public confidence based upon com- 
plete understanding? 
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Dunne twenty years of coordinated work. the 
affairs of the Financial Advertisers Association have been an open 
book. Organized when financial advertising had little background, 
members started with the idea of developing better, more productive 
advertising through cooperative effort. The same idea permeates the 
Association today. Every member, representing large and small 
institutions alike, is on exactly the same basis. He receives the Year 
Book, which many years is almost a text-book of financial advertising. 
He receives the Bulletin monthly—and at intervals special bulletins. 
He has available on request portfolios on virtually every form of 
financial advertising, customer and public relations. This is an invita- 
tion to banks, trust companies, investment houses and other financial 
institutions to join the Association and to attend the 20th Annual Con- 
vention at Atlantic City, September 9-11, 1935. Write Preston E. Reed, 
executive secretary, 231 South La Salle Street, Chicago, for informa- 
tion. It's interesting. 


—— 20th Annual Convention, Atlantic City, Sept. 9-11 
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FIDELITY - PHILADELPHIA 
‘Trust CoMPANY 


Organized 1866 


PHILADELPHIA, PA. 


Statement of Condition, June 29, 1935 


RESOURCES 


Cash on Hand and in Banks 


U. S. Government Securities and Home 


Loan Bonds . 


State, County and Municipal Securities 


Other Investment Securities 
Loans 

Real Estate Owned 

Other Assets 


LIABILITIES 
Capital Stock 
Surplus 
Undivided Profits 
Reserve for Contingencies 
Reserve for Interest and Taxes 
Other Liabilities 
Deposits 


$26,085,211.38 


26,176,988.03 
12,470,679.08 
18,707,899.94 
30,200,908.08 
5,201,878.36 
3,795,554.60 


$122,637,119.47 


$6,700,000.00 
15,000,000.00 
1,126,039.52 
1,082,119.34 
475,395.38 
1,171,252.54 
97 ,082,312.69 


$122,637,119.47 


United States Government obligations and other securities earried at 
$10,222,425.53 in the above statement are pledged to secure Govern- 
ment, State, and Municipal deposits as required by law, and to secure 
Clearing House exchanges. 


Individual Trusts 
Corporate Trusts . 


$1,006,003,026.07 
825,527,020.19 


WILLIAM P. GEST HENRY G. BRENGLE 


Chairman of the Board President 


J. CALVIN WALLACE 


Treasurer 





Valuing the Bank’s Assets 


Accurate Valuation of Assets and Cost Calculation Important 
Elements In Successful Banking 


By C. M. Sun 


HE problem of valuation of bank 
assets bears great significance in 
bank accounting. An enormous 
amount of net profit is often shown on 
the books of many banks, but it is most 
important to examine whether the 
amount stated is exact or not. The fol- 
lowing questions must be taken into 
consideration in determining the correct 
amount of net profit: How the secu- 
rities, realties and loans or overdrafts 
are valued? How the reserves for de- 
preciation on bank building, furniture 
and fixtures are set up? How the or- 
ganization expenses and the bank-notes 
printing expenses are amortized? 
A. SECURITIES 
Securities are considered as the sec- 
ondary reserve of a bank, for they can 
be converted into cash at any time as 
required. Under modern economic or- 
ganization, the bankers like to utilize 
their funds in security investments, in- 
cluding corporation bonds and_ stocks, 
governmental, provincial, and municipal 
bonds, which occupy the important part 
of bank Usually, changes of 
world business and political conditions 
will affect security prices. How can 
the banks value their security invest- 
ments at the end of an accounting 
period in the case of fluctuation in se- 
curity prices? If the price at the end 
of period is higher than the price at the 
time of purchase, then it may be re- 
corded as the original purchase price. 
The reason why it is unnecessary to ad- 
just the appreciated value is that the se- 
curities are not sold at market, or the 
profit is not yet realized. On the other 
hand, if the market price is lower than 
the original purchase price, it is then 


assets. 


absolutely necessary to adjust the dif- 
ference of the two prices on the books. 
For example, in 1933, a bank purchases 
$1,000,000 face value of corporation 
bonds at $60. The price at the end of 
1934 falls to $55. Then the $50,000 
difference can be adjusted as follows: 


Dr. Fluctuation on value of 


secu- 

PE aw wine oes bn oes C4 S ER $50,000 
Cr. Reserve for fluctuation on value 

OF OME, bos kin tccaese 50,000 
The debit account is closed to the 

P. & L. account: 
BA IM ee orc otha x's erste we eitorsiovee 50,000 
Cr. fluctuation on value of secu- 

RR hott erie on encle teehee 50,000 

The “reserve for fluctuation on value of 

securities’ is a kind of valuation of asset 
account which is deducted from the secu- 
rities account as shown on the assets side 
of the balance sheet: 
Securities owned ..... $600,000 
Less: reserve for fluctua- 

tion on value of se- 

CURES Lilac ess. oe 50,000 $550,000 








The author of this article is chief 


accountant of the Wai Chung 
Commercial and Savings Bank, 
Shanghai, China. His views on 


bank accounting problems should be 
of interest to American readers. 








The reason for treating the depre- 
ciated value of securities as operating 
loss is that the most important function 
of accounting records is to show exactly, 
at certain distinct periods, what the 
financial condition of the bank is; be- 
cause of the fall of security prices, there- 
fore, the adjustment for the difference 
between the purchase price and the mar- 
ket price is necessary. 

If, later on, the securities are sold at 
a price higher than the price at the close 
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of last accounting period (notice that 
it is not the original purchase price), 
the surplus is closed to the P. & L. for 
sale of -securities account. Thus, in 
January, 1935, the bonds of above ex- 
ample are sold at $65, the entries should 
be: 


MOOI No.5. rat a. d:n hws & a a hee oue $650,000 
oe MNOS aac avan's wie </alem nals 550,000 
Cr. P. & L. for sale of securities.. 100,000 


The price at the close of last period 
is, in this case, used as the standard in 
order to determine whether there occurs 
profit or loss due to the sale of bonds. 
Hence, the above treatment for the 
valuation of securities is both theoreti- 
cally and practically correct. 


B. REALTY 


The value of real estate increases af- 
ter the development of industry and 
commerce and the concentration of 
population in the great cities. Realty 
investments are seldom held by the or- 
dinary commercial bank, for what they 
rely on is short term credit. Because 
of this, the problem of valuation of 
realty investment occupies no important 
position in a commercial bank. There 
will be no effect with the change of 
realty price, for such banks are not buy- 
ing and selling realty for profit. Con- 
sequently, they may value their real es- 
tate investment at the purchase cost or 
construction cost. As for the realty 
company, buying and selling real estate 
for profit, however, the change of realty 
price will affect the financial condition 
of the company; the problem of valua- 
tion of realty investment in such a case 
will be, of course, much more compli- 
cated. 


C. LOANS AND OVERDRAFTS 


Loans and overdrafts are the most 
important assets of the bank. Much at- 
tention must be paid by bankers in mak- 
ing a loan or granting a credit. Proper 
adjustment is necessary if bad debts oc- 
cur. On account of effective and care- 
ful management, there may have been 
no occurrence of bad debts for several 


years in a very successful bank. In such 
a case, the reserve for bad debts seems 
unnecessary. It is, of course, not a 
common case. Usually, the method must 
be well designed in treating bad debts. 
By previous experiences, we can see the 
different ratios of bad debts to the total 
amount of loans and overdrafts of each 
year, dividing by the number of years 
and get an average ratio, which is used 
as the standard or basic ratio in setting 
up reserve for bad debts. Take, for in- 
stance, in 1929, the ratio of bad debts 
to the total amount of loans and over- 
drafts is .04 per cent.; in 1930, the 
ratio is also .04 per cent.; in 1931, the 
ratio is .02 per cent.; in 1932, the ratio 
is .03 per cent.; in 1933, the ratio is 
.02 per cent. The sum of five ratios is 
.15 per cent. Dividing .15 per cent. by 
five, the number of years, wet get the 
average ratio .03 per cent. It means 
that, within the previous five years, $3 
out of $10,000 of loans or overdrafts 
are bad debts in the average. Assum- 
ing the totals of loans and overdrafts in 
1934 is $7,500,000, the reserve for bad 
debts will be 7,500,000 « 3/10,000 = 


$2250. The necessary entries are: 

BM ee as 5 cles ee ewe wee acd $2,250 

Cr. reserve for bad debts. ......... 2,250 
The debit is closed to the P. & L. 

account: 

BRS AEs Wi Ba cas Gon: bes Sek PR $2,250 

Ce. DAG GOMOE:. acladis 80 cee 2,250 


RESERVE FOR BAD DZBTS 


The “reserve for bad debts” in the 
credit side is also a kind of valuation of 
assets account; theoretically, it is de- 
ducted trom the total amount loans and 
overdrafts on the balance sheet: (as 
suming fixed loans $2,000,000; mortgage 





loans $4,000,000; overdrafts $1,500,- 
000. Total $7,500,000) 
Time toane =... ..< $2,000,000 
Mortgage loans 4,000,000 
Overdrafts ...... 1,500,000 
$7,500,000 

Less: reserve for 

bad debts 2,250 $7,497,750 
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Theoretically, the above treatment is 
correct. But it is impossible for us to 
know the separate amount of each item 
of assets on daily or monthly balance 
and the balance sheet. Hence, it is more 
advisable to put the reserve for bad 
debts account among the liability side 
of the balance sheet, treating as lia- 
bility reserve: 


BALANCE SHEET OF A B C BANK 


Dec. 31, 1934 
ASSETS 
NINIINIES «aoa: gr drat gh are yese\S av orators $2,000,000 
MERE. LODE: oie. 55.0: vle's'eaie's's 4,000,000 
IIE og ig o'er Wis. bins 0 thw alate 1,500,000 
LIABILITIES 
Reserve for bad debts. ......secece $2,250 


Suppose, in 1935, bad debts occur, 
$4000 being recovered on $5500 fixed 
loan at maturity, and the remaining 
amount proved to be uncollectible. The 
following entries are necessary: 





IN Rt ah So ohaak wR Owe 4 COSA $4,000 
me weserve: for B.D; % 2.60 ck cces 1,500 
CMM SORMIES. 55 < a/d es a,5 es sidreu-a.ore ae $5,500 


The important point in setting up 
reserves for bad debts is to conjecture 
the possible average ratio of bad debts 
to the total of loans and overdrafts that 
may happen in the future, based on pre- 
vious experience. The more the num- 
ber of years based on, the more exact 
the average ratio should be. The ad- 
vantages of setting up reserve for bad 
debts are: 

(1) The loss due to bad debts at a 
certain distinct period can be fairly ap- 
portioned to each year. In the above 
example, bad debts happened in 1935, 
but the loan was made before. Of 
course, it is unjust to treat the bad 
debts as the loss of 1935. Hence, the 
method of providing sufficient reserves 
for bad debts will be highly preferable. 

(2) To have effective accounting con- 
trol on bank management, the manager 
will be very careful in granting credit 
or making loans. So that bad debts can 
be more or less eliminated. 


D. BANK BUILDING, FURNITURE AND 


FIXTURES 


Bank buildings, furniture and fixtures 
are fixed assets of the bank. Such as- 
sets will decrease in value generally as 
the banks continue to do business. The 
depreciated value of such assets should 
be treated as a part of current operat- 
ing costs. Hence, the proper ratio of 
reserve for depreciation must be set aside 
annually. In the American Bankers As- 
sociation Journal, under the subject 
“Ways to Build Bank Income,” Fred L. 
Dum stated: 

“No statement of the net profit can 
be made accurately until depreciation is 
accounted for. If you have not sufh- 
ciently provided for depreciation in fix- 
ing your selling price of bank service, 
then you are in effect losing a part of 
your investment in building, furniture 
and fixtures, each time you make a loan, 
cash a check or administer an estate. 
On the other hand, if an excessive rate 
has been applied, you are then penaliz- 
ing your own competitive situation by 
over-pricing your services.” 

Let us give an example. A _ bank 
building costs $500,000; the annual rate 
of depreciation is 10 per cent., the re- 
serve set up annually is $50,000. The 
entries are: 

Dr. depreciation on bank building $50,000 
Cr. reserve for depreciation on 


bank building 50,000 


The debit side is closed to the P. & 
L. account considering as current cost: 


$50,000 
50,000 


Dr. P. & EL. 
Cr. depreciation on bank building 


The credit side is deducted from the 
bank building account, shown on the 
balance sheet: 


Bank building ........ $500,000 
Less: reserve for depre- 
ciation on bank 
Sues «cians 


50,000 $450,000 


The same method may be applied on 
furniture and fixtures. One point is 
most important in both cases, that is to 
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appraise the proper life of building, 
furniture and fixtures, so the actual de- 
termination of annual depreciation rate 
can be determined. 


On the financial statement of some 
large and successful banks, there is al- 


ways stated one dollar or a few dollars 
under the bank building account. It 
shows their conservatism in the valua- 
tion of assets. 


E. ORGANIZATION EXPENSES; BANK-~ 
NOTE PRINTING EXPENSES 


Inclusion of operating expenses as as- 
sets in the balance sheet is quite proper, 
when they are applicable to subsequent 
periods. Ordinary organization ex: 
penses for a newly established bank con- 
sisting of legal fees, incorporation fees, 
printing of certificates, and so forth are 
very large in amount. Items of this 
nature, namely, deferred charges, rep- 

resent operating expenses which have 
esi paid in advance but presumably 
beneficial to later periods. Conse- 
quently, an experienced accountant will 
spread these organization expenses over 
a proper period, so that the bank is at 
all times in a successful and conserva- 
tive condition. For example, the or- 
ganization expenses for a newly organ- 


ized bank is $60,000. The annual 
amortization rate is 20 per cent. The 
necessary entries should be: 
Dr. amortization of organization 
ee ee ee $12,000 
Cr. organization expenses ...... 12,000 
The debit is closed to the P. & L. 
account: 
BS Bee dads si asnawegncay $12,000 
Cr. amortization of organization 
ee rere rts 12,000 
On the assets side of balance sheet, 
the item “organization expenses” is re- 
duced to $48,000, and is ee 


amortized until the whole amount is 
written off. 

Similarly, the bank-note printing ex- 
penses in the case of a bank issuing 
paper money is usually considered as a 


deferred charge also. It appears on the 
assets side of the balance sheet and 
written off periodically. 

For example, a bank issues bank-notes 
costing $100,000, the rate of ponies: 
amortization is 8 per cent. The neces- 
sary entries are: 

Dr. amortization of bank-note 


printing expenses 
Cr. bank-note printing 


$8,000 
8,000 


expenses... 


The debit is closed to the P. & 


account: 


Dr. P. & L. 2... ses ceeeeecee $8,000 
Cr. amortization of bank-note print- 
PU (CCHINC Ns 5.5 6 oiste cree nies 8,000 


“Bank note printing expenses” on the 
assets side of the balance sheet is re- 
duced to $92,000, and amortized peri- 
odically, until the expenses are written 
off entirely. 

CALCULATION OF BANK COST 

As in the manufacturing business, 
cost accounting systems for banks are 
equally important in the large and suc- 
cessful banking institutions. We can 
rarely see the bank with accurate cost 
calculation. Strictly speaking, it is a 
main defect of sound bank management. 
“We aspire to be good bank managers,” 
said Mr. Geis, president of the Parsons 
Commercial Bank, in his speech deliv 
ered at Midwestern Bank Management 
Conference in Kansas City, “yet we 
cannot rightly lay claim to such a title 
unless we know our costs and have the 
nerve to charge each customer ade- 
quately for all services rendered. I have 
heard many bankers say: ‘What is the 
use of all this? we make good money 
as it is. Such a banker is peculiarly 
fortunate in being able to realize from, 


say 50 per cent. of his accounts, a profit 


which will much more than offset the 
loss incurred on the remaining 50 per 
cent., and he is satisfied to let well 
enough alone. But it is my contention 
that this is not good bank management 
—that it is unfair to at least 50 per 
cent. of his customers.” 
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of bank cost systems. First, they in- 
managerial efficiency; second, 
they enable the banker to determine the 
adequate price of bank services which 
the bank renders to his customers; third, 
the Manager can fix the earning or 
profitmaking rate and the entire busi- 
ness policy by utilizing the cost record 
to analyze the cost of each transaction; 
lastly, the cost comparison of different 
accounting periods will enable the man- 
ager to examine the increasing or de- 
creasing tendency of each cost item and 
readjust his policy in order to assure 
greater results. Two conditions must 
be taken into consideration in bank cost 
calculation: 

(1) The accommodation of market 


crease 


seg 
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COST CALCULATION SHEET OF ABC BANK 


their customers higher than the market 
rate, for it will certainly impair their 
competitive situation. 

(2) Increase the volume of the entire 
banking business, so as to decrease the 
unit cost. 


INTERNAL AND EXTERNAL COSTS 


Let us, now, enumerate the elements 
of bank cost: 


A. Internal Bank Cost: 


(1) Material expenses—such as sta- 
tionery, printing, (Materials as 
vouchers expire by the first time of use; 
checkbooks, passbooks, etc., expire within 
a certain period. In the latter case, the 


etc. 
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unexpired portion of material cost in 
analyzing the cost of a particular trans- 
action is necessary.) 

(2) Service expenses—such as salaries 
for each department of the bank. 

(3) General expenses—that is, ex- 
penses general to the entire bank, they 
are: 

(a) Cash reserve cost. For example, 
a bank holds 15 per cent. cash reserve 
against fixed liabilities. A deposit of 
$10,000 will require $1500 cash reserve 
in the vault. Although, in this case, 
there is no direct cost, the loss of in- 
terest on $1500 cash reserve should be 
considered as a kind of bank cost. 

(b) Salaries of the manager and the 
staff, important to the whole institution. 


(c) Bad debts—the setting up of 
necessary reserve against doubtful ac- 
counts by the use of the average ratio 
as discussed above. 

(d) Depreciation on bank buildings, 
furniture and fixtures. 

(e) Insurance premiums. 

(f) Organization expenses in the case 
of newly established banks. 

(g) Bank-note printing expenses in 
the case of issuing banks. 

(h) Other miscellaneous general ex- 
penses. 

B. External Bank Cost: 

(1) Interest paid to depositors. 

(2) Commissions, charges for re- 
mittances and transfers paid to other 
banks. 

(3) Interest and expenses paid to 
other banks in the case of refunding and 
rediscounting of bills. 

(4) Other necessary commissions and 
rewards—-such as annual fees to bank 
auditors, etc. 

The fundamental procedure in calcu- 
lating bank costs is to add the totals of 
both internal and external cost in each 
distinct transaction. The cost calcula- 


tion 


heet is designed as shown on 
page 135 


s 
13 


FEATURES TO NOTICE 


In the course of the calculation the 
following important features must be 
noticed : 

(1) The material of bank cost cal- 
culation is so varying that it is prefer- 
able to adopt a certain calculating unit 
in order to increase the degree of cor- 
rectness, such as taking $1000 as the 
cost culculating unit of deposits or loans, 
CEC. 

(2) The cost of deposit interest is cal- 
culated on the basis of the average de- 
posit rate in the case of current deposits 
received. 

(3) The tendency of increasing bank 
costs exists when the amount of calculat- 
ing unit jincreases. But they are not 
exactly directly proportional. For in- 
stance, the cost of a fixed loan of $10,000 
will not just equal double the cost of a 
$3000 loan of the same kind, because the 
material and service cost in both cases 
are approximately the same, although in 
the former case the bank pays more for 
the capital resources (i. e., deposit in- 
terest). 

(4) The bank costs change on ac- 
count of the different nature in account- 
ing items, irrespective of the same cal- 
culating unit. Thus the cost of a fixed 
loan is greater than that of a current 
loan, with the same calculating unit in 
both cases. 

(5) Because of the change of busi- 
ness volume or financial conditions of 
the whole bank the cost changes also. 
This may be evidenced by the fact of a 
decreasing tendency of unit cost when 
there are increases of capital, surplus 
and deposits. It signifies clearly the 
reason why the low interest rate occurs 
in some large and successful banks with 
sufficient capital resources. 
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Who Will Lead in Banking? 





Opportunity Awaits Those Who Have the Courage to Assume 
Responsibility 


By Haroip F. Kein 


man in his late twenties to make 

a change in the banking world 
today?” a correspondent writes. “If so, 
in what way? This is a personal prob- 
lem of mine. I have tried to solve it in 
various ways, but without success.” 

This young man’s question probably 
mirrors the silent questions lurking un- 
expressed and often inchoate in the 
minds of thousands of others of similar 
or comparable status. To make a change 
—and particularly so for men under 
thirty—means to advance. The ques- 
tion, it would appear, resolves itself into 
how to advance in the banking world 
today, in the face of the catastrophic 
deflation in the number of banks which 
has occurred since 1929, with the re- 
sultant pressure of thousands of unem- 
ployed job-seekers, fit and unfit, who are 
waiting outside the door for any posi- 
tion which might become available. 

To appreciate properly the psycho- 
logical effect of the economic develop- 
ments of the past five years upon the 
minds of the younger people in bank- 
ing, it might be well to review briefly 
the situation which prevailed during 
the period of putative prosperity which 
prevailed, subject to minor exceptions of 
time and locality, from 1915 to 1930. 


a & it possible for a young single 


THE “GOLDEN AGE” OF AMERICAN 
BANKING 


Compared with the present, that 
period would seem to have been the 
“Golden Age” of American banking. 
Banking was then a_highly-respected, 
conservative, comfortable business, offer- 
ing convenient working hours and a se- 
cure salary with promises of gradual 
promotion as a reward for diligence, 
ability and honesty. 





The management of banks appeared 
to be relatively simple. There seemed 
to be legitimate demand for all available 
credit at from 5 to 6 per cent. Slow 
and doubtful loans and bond deprecia- 
tion were minor problems, and in many 
institutions were non-existent. Banking 
laws were more liberal and bank ex- 
aminers seemed to be more tolerant than 
is now the case. Bank officers enjoyed 
the highest respect in their communities. 
Many banks almost “ran themselves” 
during the period referred to. 

The principal problem of the banker 
then was to “get business’—or, rather 
to get more business than his com: 
petitor. The trend of total deposits was 
almost uniformly upward. Since prac- 
tically all of a bank’s funds could then 
be loaned or invested, and expenses in- 
creased only slowly, bank earnings rose 
in ratio to deposits,—sometimes even 
faster. Bank stockholders received in- 
creasing dividends and the officers and 
employes usually received a substantial 
“bonus” around Christmas. We know 
now that many of the loans and invest- 
ments that were being made were im- 
proper, that larger reserves for poten- 
tial losses should have been set up, and 
that the large earnings were largely fic- 
titious, but it all seemed quite real then. 


““MORE BANKS THAN BANKERS” 


The very ease with which banking 
could be conducted (and with apparent 
success) in the war and _ post-war 
periods, is admitted to have been one of 
the reasons for the troubles which came 
later. It was an important reason why 
we had “more banks than bankers” when 
the speculative bubble burst in 1929. It 
may be one of the reasons for the scar- 
city of leadership in banking today. For 
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more than two decades the banker, as a 
rule, did not have to struggle for exist- 
ence and was not called upon to defend 
himself. When the storm broke, he was 
overwhelmed by an avalanche of in- 
solvencies of mismanaged banks and a 
flood of misleading and _ erroneous 
propaganda disseminated by self-seeking 
individuals. As one writer expressed it, 
the bankers were “too fat to fight.” 

The very fact that the American 
banking system was shaken to _ its 
foundations by a combination of severely 
dislocated economic conditions and the 
consequence of the sins of a minority 
within itself has created greater op- 
portunities for the ambitious youth of 
today who would become the leaders of 
tomorrow. There is a very real scarcity 
of banking leadership today, because so 
many leaders of the past have been dis- 
credited. 


COURAGE AND KNOWLEDGE NEEDED 


What are the qualities which the new 
leadership will demand? An objective 
consideration of this question would 
seem to indicate that COURAGE comes 
first, and KNOWLEDGE a close sec- 
ond. The crying need of banking today 
is for men who are not afraid to assume 
responsibility. The causes of this situa- 
tion lie not only in the economic situa- 
tion, present and past, but also are to 
a large degree inherent in the nature of 
banking. While a considerable part of 
the actual operations of banking are me- 
chanical or routine, in character, a sub- 
stantial number of transactions require 
the exercise of judgment or discretion. 
The employe is usually required to re- 
fer such matters to an officer. Because 
promotion in banking is relatively slow, 
the employe all too frequently remains 
in a junior capacity long enough to ac- 
quire the habit of shifting responsibility 
—colloquially termed “buck-passing.” 
This habit is an especially pernicious 
one, and often is difficult to break after 
the employe becomes an officer. The 
junior officer too often is prone to pass 
responsibility along to the senior officer, 


and the senior officer to the board of 
directors. If the responsibility cannot 
be passed along, it is too often “strad- 
dled.” 

The ultimate effect is obviously to 
create a lack of courage on the part of 
bankers, collectively speaking. When 
the crisis comes, few are willing to risk 
the possible consequences of leadership, 
for leadership always involves a certain 
element of danger. It is much easier to 
let someone else do it—but often there 
isn’t anyone else. 


MUST ASSUME RESPONSIBILITY 


For the young man who wants to ad- 
vance in the banking business, it would 
seem that the first qualification is to 
learn to assume responsibility. This 
isn’t easy. Sometimes one must endure 
the reprimands of superiors, which may 
or may not be justified, but this is a part 
of the price to be paid. In many bank- 
ing institutions, there are individuals 
who are always waiting to shift re- 
sponsibility to anyone who will assume 
it. If such a situation exists, it provides 
the best possible opportunity to the in- 
dividual who would advance. He need 
only assume the responsibilities grate- 
fully cast off by others, and soon the 
senior officers or the directors will realize 
how indispensable he is. In such a pro- 
cess, however, the exercise of tact and 
discretion is imperative. The young 
man who is so ambitious that he cannot 
refrain from telling the president or the 
cashier how to manage the institution 
will soon find that his ambitions, his en- 
ergy and his willingness to assume re- 
sponsibility have gone for naught. 

The second qualification for advance- 
ment in banking would seem to be 
knowledge. Probably at no time in his- 
tory has there been a greater need for 
technical knowledge in banking. Eco- 
nomic changes, already referred to, have 
necessitated a substantial revision of the 
rules and practices of banking. The 
banking resources of the United States 
are year by year becoming more con- 
centrated in fewer and larger institu- 
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BANKING ON CHARACTER 


FOR A QUARTER CENTURY 


Twenty-five years ago, Arthur J. 
Morris, a young attorney of Norfolk, 
Virginia, founded the first Morris 


Plan bank. 


His idea was to establish a new kind 
of bank —a savings bank that would 
make one year loans to any individ- 
ual of integrity who could, by means 
of small periodic deposits out of 
income, accumulate money enough 
to pay the note when due. The funda- 


mental thought was to provide bank 


credit for those who could not meet 


commercial bank requirements. 


The idea was sound. It has broadened 
in scope and in territory until today 
there are Morris Plan institutions in 
most of the larger communities from 


coast to coast. 


Commercial banks have contributed 
materially to this growth by referring 
undesired, but not undesirable, bor- 
rowing applicants to local Morris 


Plan institutions. 
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A Scientific 
Banking System 


By Newron D. ALLING 


Past President, American Institute of Banking 


— 


HE author of this new thought- 

provoking pamphlet believes 
that this country will never have 
an efficient banking system until it 
is recognized that ‘*banking’’ and 
‘*financing”’ are two entirely sepa- 
rate functions. The remedy is to 
take the investment business from 
the banking business. la this mon- 
ograph he explains exactly how his 
plan would operate. 


Price 50c 


— 


Bankers Publishing Company 
465 Main Street 
Cambridge, Mass. 


tions, which means a higher degree of 
specialization among bank employes. The 
hit-or-miss, rule-of-thumb, _ personal- 
knowledge judgment of officers or di- 
rectors is giving way to scientific re- 
search in banking, just as it is in other 
lines of business. The character of bank 
assets is and has been undergoing funda- 
mental and far-reaching changes, the 
most notable being the tremendous in- 
creases in holdings of United States 
Government securities during the past 
five years. The sources of banking in- 
come are changing, too, as is evidenced 
by the increasing importance of service 
charges and the revenue from personal 
loans during the past year. 


BANKER MUST KNOW THE LAW 


In addition, the various state legisla- 
tures and the Congress are almost stead- 
ily grinding out hundreds of pages of 


new banking legislation, which must be 
properly digested and understood by 
those who manage banks. The banker 
cannot depend entirely upon the lawyer. 
He must know at least the fundamentals 
of the law himself. The results of new 
banking legislation cannot be adequately 
appraised at this time, but in many cases 
it is clear that its effect will be to bring 
about the revision of many time-honored 
rules and customs. 


INCREASED NEED FOR TRAINED MEN 


This metamorphosis of the American 
banking system from both the economic 
and legal standpoints should almost in- 
evitably increase the need for trained 
men. Experience based on past condi- 
tions will be insufficient, unless it be ac- 
companied by knowledge of present and 
prospective conditions. It is not sufh- 
cient for the ambitious young man in 
banking today merely to know how to 
do his work well. If he would advance, 
he must know something about the 
broader aspects of banking and the 
powerful forces of change which are 
now impinging upon it and the new 
problems that are being created thereby. 


““MAKE WAY FOR THE STRONG” 


Is it possible to make a change in the 


banking world today? Yes, it is pos 
sible, in the opinion of the writer, if the 
individual concerned has the mental 
capacity to absorb training and to grasp 
the significance of fundamental banking 
changes which are now taking place and 
which are in prospect, and the moral 
courage to assume responsibility and 
make the sacrifices which leadership al- 
ways requires. 

“Make way for the strong, and the 
swift, and the fearless.” Although these 
lines were spoken by a character in a 
current theatrical production, they 
might well have been written apropos of 
the seemingly overcast future which 
hangs over the heads of young people 
in the banking world today. 





Symmetalism ---- Style of 1885 


Reviewed by JAMES BALSAM 


HE alluring implication that 

somehow a greater plenty, or 

somethin’, for the ordinary mortal 
will result from “expanding the base” 
of our money is by no means original 
with the little group (alas! not so little) 
of serious thinkers of the present day. 
In 1885 there was published at Pitts- 
burgh a booklet by one Nicholas Veeder, 
entitled “Cometallism: a plan for com- 
bining Gold & Silver in Coinage, for 
uniting and blending their values in 
Paper Money, and for establishing a 
Composite Single Standard Dollar of 
Account.” It carried an attractive front- 
ispiece of shiny jet-black paper with il- 
lustrations of the proposed coins—silver 
discs with plugged-in gold centers; and 
which, by the way, must have cost the 
author a pretty penny. 

At the risk of furnishing the afore- 
mentioned group with additional argu- 
ments, and for the delectation of those 
old-fashioned enough to believe that the 
monetary history of the world has a 
validity which will survive even the cur- 
rent Wonderlandiana, there is presented 
herewith a summary of Veeder’s “Co- 
metallism.” Those who did not believe 
that the history of the evolution of 
money has demonstrated the fact that 
only one single commodity is the most 
practical measure of value, and that the 
same evolutionary forces will continue 
to operate to demonstrate that truth, are 
advised not to read further; they won't 
like this reviewer's “prejudices” any- 
way. “A sword is sharpened, and also 
furbished: should we then make mirth?” 
Well, maybe not; but here goes. The 
bracketed words are interpolations by 
the present reviewer. Veeder’s are en- 
closed in quotation marks. 

POOLING GOLD AND SILVER 

“In a manner analogous to the equi- 

table pooling of service by railroads, gold 


and silver should pool their functions.” 
... Gold, from various causes, has 
simply grown relatively scarcer, and 
therefore higher in value and price; in 
other words, silver has not depreciated, 
but gold has appreciated.” {Familiar?} 
... “Gold has also appreciated rela- 
tively to everything else as well as to 
silver, while the relations of silver to 
general property remain comparatively 
unchanged, and it would not be unjust 
to the creditor to pay him in silver, be- 
cause he can buy as much general prop- 
erty with it as when he made his loans, 
and as long as he can do this, he cannot 
demand more.” [A neat epitome of the 
silver platform as well as that of the new 
money-standard advocates. It will re- 
pay rereading for its cool assumptions. 
The trick statement now current, that 
“silver, measured in terms of commod- 
ities, has been more stable than gold,” 
used to be answered with the equally 
trick riposte that “wages have been more 
stable on the gold standard than they 
would have been in silver.” This prob- 
ably influenced the labor vote, much the 
same as the belief that the workers’ high 
standard of living is a result of and de- 
pends on our high tariff.} 

“I wish to offer a plan for counter- 
acting the natural tendency of the more 
abundant to drive the scarcer money 
out of circulation, and, at the same time, 
so unifying the gold and silver coinage 
as to do away with the fluctuations in 
their relative values.” [A large order, 
surely; but there probably will always 
be good souls in this world who will 
yearn for some device to do away with 
“fluctuations in relative values.” So 
fearful of life are these shrinkers from 
reality that they would even be content 
to accomplish a sense of security by self- 
deception; as, for example, a currency 
system based on some tabular standard, 
or any other device where the measur- 
ing medium may be manipulated so as 


141 











142 


THE BANKERS MAGAZINE 





to conceal changes in value. Blood 
brothers, though probably somewhat less 
legitimate, of the man who is looking 
for a good “permanent” investment. } 
“Gold and silver should run in har- 
monic parallelism, and continue to act 
together as the common servants of man- 
kind, each supplying the deficiencies of 
the other, but neither ignored by or 
dominating the other.” [“Harmonic 
parallelism” is a stroke of genius. It is 
herewith offered to the silverites. } 


A STANDARD OF TWO METALS 


“The essential idea of the monometal- 
list is, that there shall be but one stand- 
ard; while that of the bimetallist is, that 
two metals shall be used, and in these 
ideas, I agree with both. There should 
be only one standard, but that one 
standard should be a composite one, and 
should be made up of two metals instead 
of one only. Thus by one composite 
standard harmony may be established 
between the monometallist and the bi- 
metallist, and the special wish of each 
will be completely satisfied.” [Veeder 
evidently had in him the making of a 
statesman, even though he did resort to 
a politician’s juggling of the words 
“standard” and “metal.”} 

“I have further presented a proposi- 
tion to issue coin certificates represent- 
ing equal parts of gold and silver, which, 
so far as I know, is entirely novel, and 
which certificates, I think, would be a 
great improvement upon any plan which 
would require daily calculations based 
on the market price of silver and gold.” 
[There! The cat’s out of the bag. Sal- 
vation through words—a naive faith by 
no means obsolete even in this day of 
enlightenment and grace. By fixing the 
price of a combination of a definite 
weight of gold and silver at a “dollar” 
the value would necessarily be fixed, to 
wit, at a “dollar.” It probably never 
occurred to the good man that his “dol- 
lar” would be evaluated in the marts 
at its gold content plus the gold value 
of its silver. } 

“An alloy containing in value 50 per 


cent. of gold and 50 per cent. in silver 
could scarcely be distinguished by its 
specific gravity or color from silver 
alone, and thus we could not secure a 
sufficiently marked distinction in size 
and appearance between coins differing 
in values.... The present dollar 
weighs 25 8/10 grains of standard gold, 
and the silver dollar weighs 412 1/2 
grains. The proposed new ideal dollar 
would be composed of 12 9/10 grains of 
standard gold and 206 1/4 grains of 
standard silver—it would be a silver: 
gold dollar, and would contain one hun- 
dred silver-gold cents. [Here Veeder 
gives a detailed description of his pro- 
posed coins (silver discs with plugged-in 
gold centers) and various arguments to 
prove that the minting and the plug: 
ging would be practicable.} . . . “The 
union of the two colors in one coin will 
also give it an attractive appearance and 
gratify an artistic taste. We 
would be enabled to carry in the pocket 
twice as much value in cometallic specie, 
and the pocket use of specie could be 
greatly increased without becoming 
burdensome.” 


COMPENSATING SYSTEM OF THE CLOCK 
PENDULUM 


“The relation between gold and silver 
in money would be somewhat analogous 
to the relation of the metals in the com- 
pensating pendulum of a clock, which 
is made of two metals, and in which as 
the one expands upwardly the other ex- 
pands in the opposite direction, and the 
length of the pendulum remains un- 
changed. The balance wheels of watches 
and chronometers are made of steel and 
brass in like manner, and for a like 
purpose, that is to overcome the effects 
of varying temperatures, by mutual 
counter expansions of the two metals.” 
{And this, as Veeder might say, is 
somewhat analogous to the sophisticated 
current argument for “managed” dol- 
lars, which attempts to refute the idea 
of unchangeableness in standards of 
measure, by referring to the infinitesimal 
variations in the length of the official 
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standard metal yard at the top of a cold 
mountain and at the bottom of a torrid 


sub-sea-level valley.} “The gold and 
silver composing the proposed new coin 
may be made to mutually regulate each 
other in value with a similar degree of 
precision. The gold half as bullion may 
be worth forty, fifty or sixty cents, but 
at the same time the silver half will 
be worth sixty, fifty or forty cents, and 
their sum total will never vary from 
100 cents.” [All of which is true, but 
note the curious blind spot in his search 
for truth. While his “sum total” will 
always equal 100 silver-gold cents, he 
ignores the fact that his total “dollar” 
is itself a varying value. A “dollar” 
consisting of twelve grains of gold and 
two pounds of copper (or twelve grains 
of gold and two bushels of wheat) would 
always equal a “dollar” of 100 copper- 
gold cents (or 100 wheat-gold cents), 
but the value of the “sum total” would 
vary according to the gold value of the 
copper (or of the wheat). Veeder is 


only one of the tribe which shows a 
curious reluctance to recognize the con- 
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cept of measure in monetary value. 
Measure means only one constant point 
of reference. Compound measures of 
value unavoidably involve re-evaluation 
in terms of one standard metal. The 
abandonment of bimetallic or compound 
standards of value by civilized peoples 
is not the result of caprice or inter- 
governmental conspiracies. The driving 
force behind the evolution to a single 
gold standard is the implacable and in- 
exorable necessity of conforming most 
efficiently to the needs of human nature. 
Reformers who attempt to thwart 
human nature, whether in the field of 
sociology or monetary science or the 
emotions or what not, build a dam 
which can only temporarily confine the 
pressure of our evolution. Such dams 
break, and often with tragic conse- 
quences.} “The relative values of the 
two metals, separately considered, may 
change indefinitely, but their combined 
values in this coin must always remain 
the same. The fundamental idea is too 
simple to require much argument.” [In 
the words of the classic Greeks, “‘Oh, 
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yeah?”} “Here, then, we have a genuine 
and fixed standard of value, founded on 
justice to all, and therefore permanent 
and beneficial.” [One thinks of the be- 
wilderment of Europeans at the work- 
ings of political forces in the United 
States. Europe is not plagued with 
geographical divisions containing silver 
mines; there is therefore no _ political 
pressure to do something for silver. 
True, they have other local conditions, 
and other kinds of political pressure. 
Each European country, in terms of its 
local outlook, might ascribe a different 
cause for the depression, and a different 
method to regain prosperity, but the 
silver route is not among their roads. 
They will attend the next International 
Monetary Conference, listen politely to 
the American monetary philosophers as 
they have done at International Mone- 
tary Conferences in the past, shrug their 
shoulders and politely let us go as far 
as we wish exchanging gold or goods 
or claims for silver; but they are not 
likely to lose their informed perspective 
and abandon gold as a standard of 
measure, whether they are on a de facto 
gold standard or not. One thinks also 
of what the gold value of silver may be, 
should the United States be faced some 
day with the necessity of getting rid of 
its silver hoard, as it got rid of its 
pegged wheat a few years ago, or as 
other nations got rid of their own 
pegged commodities in recent years. } 


UNINTENTIONAL HUMOR 


“Tt will not be necessary to redeem 
paper money solely in cometallic coin, 
the essential principle being that all 
paper money shall be redeemable one- 
half in standard gold, and one-half in 
standard silver, which principle will be 
satished by redemption, one-half in 
separate gold coin, and one-half in 
separate: silver coin. . . . The holder of 
a cometallic greenback or bank note 
could rest secure in the consideration, 
that if silver should become cheaper, the 
gold which it would call for would be 
relatively enhanced in value in the same 
proportion; while if the gold dollar 
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should again become of less value than 
the silver dollar, he would be compen- 
sated in the enhanced value of the sil- 
ver.” [The funniest part, of course, is 
that the humor is wholly unintentional. } 
“Coin certificates, being of the nature 
of storage receipts, would be issued only 
against a specific deposit always held in 
readiness for specific redemption, and 
would, therefore, in all probability be 
redeemed, even if, for some now un 
foreseen reason, the payment of specie 
for greenbacks and bank notes should be 
suspended.” [One might almost suspect 
Veeder of a prophetic intuition were it 
not for the fact that in his day there 
had been no suspicion that the right 
to “regulate the value of money” meant 
the power to “regulate the value” of a 
specific coin like the dollar. Indeed, it 
was not until the past decade, when 
the spectacle of repudiation by bank- 
rupt European nations made us familiar 
with the idea, that there was any talk 
in this country of taking gold out of 
the dollar, or of creating a new mone- 
tary unit without changing the name of 
the unit. But that’s another story!] 


“DOLLAR OF ACCOUNT” 


“From 1862 to 1879 the greenback 
was our only Dollar of Account.” The 
difference in value between it and the 
gold dollar “was shown by premiums, 
larger and smaller, which the coin 
money commanded. There are now 
three kinds of the Dollar of Account 
—the gold dollar, the silver dollar and 
the greenback. I propose that this func: 
tion be taken from them and assigned 
exclusively to the cometallic dollar, the 
same to be the only Dollar of Account, 
and which may be found to be the true 
American money—better and more 
stable than either gold or silver.” [There 
isn’t much doubt that foreign nations 
will leave it not only the “true Ameri- 
can money,” but exclusively so. } 


“In order to secure simplicity [!], 
each should have a distinct name.” [He 
proposed Dollar for his cometallic coin; 
Orum for the gold coin; Argent for the 
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silver; and Greenback for the paper dol- 
lar. } 

ADDING TO THE STOCK OF SILVER 

“The people already control with 
paper the gross holdings [bullion} of 
the Government to the extent of nearly 
one-half of the gold, and more than one- 
half of the silver. There is no good 
reason why they should not decide for 
themselves what proportions of gold, 
silver and paper money would best suit 
their convenience, and the laws of trade 
alone should regulate issues. Under 
Cometallism the quantities of gold and 
silver available as money would be mu- 
tually regulated by each other. Any 
surplus of either metal beyond a de- 
mand for equal coinage would have 
a tendency to become absorbed in the 
arts.” [The reader may untangle for 
himself the logic of all this. } 

“The purchase and coinage of silver 
should continue at a more rapid speed 
than that of gold, until the approximate 
net reserves of the two metals have been 


IN PRINCIPAL CITIES 


made approximately equal. When once 
such equalization has been effected, the 
further production of silver coins, 
would, of necessity, proceed pari passu. 
and would need no further regulation. 
Cometallism, being natural, will not 
need artificial support. 

“The net reserves of gold and silver 
are only bullion to the Government 
while the Government holds them, and 
only bullion price has been paid for 
them. The Government need not be 
afraid to hold a large amount of silver, 
any more than to hold a large amount 
of any other good property at a fair 
cost. In fact, the more silver is got and 
held until net reserves become equalized, 
the better. 


COMETALLIC CERTIFICATE 


“It is to the equal interest, both o7 
debtor and creditor, to know what kind 
of money the obligations will require 
when due five, ten, twenty, or any other 
number of years ahead, and also that 
the funds to be paid at maturity will 
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have the same value, as nearly as human 
wisdom can provide, as those passed at 
the date of the contract. In no other 
way can these purposes be accomplished 
with so much certainty as by agreeing, 
at the beginning, that the dollar to be 
used at maturity shall consist say of 
12 9/10 grains of gold and 206 1/4 
grains of silver.” [If Veeder had only 
pushed his logic a little further, he'd 
have come to the “commodity dollar!” 
At this point he prints a picture of the 
face and back of his proposed $10 co- 
metallic certificate redeemable with Five 
Dollars in gold and Five Dollars in sil- 
ver. How strong is habit! They should 
have been redeemable in Five Orums 
and Five Argents!} 
A BOND OF BROTHERHOOD 

“The distribution of gold and silver is 
world-wide, and all nations need them 
both for money. The principles of Co- 
metallism would constitute the only 
feasible basis for a world-wide interna- 
tional currency, the easy redemption of 
which would be almost automatically 
provided for. Such a currency would 
have a great missionary value, and 
would be a powerful agency in the de- 
struction of the arts, enginery, and in- 
finite burdens of war; by mutualizing 
the interests of all nations it would be- 
come a bond of brotherhood that would 
girdle the whole earth—the Gold King 
and Silver Queen would sway one 
sceptre over all mankind.” [Try this 
music on your piano. } 


BOTH METALS ENHANCE SAFETY 


“Gold, silver and greenbacks are all 
needed, and the true interests of their 
advocates will be best promoted by 
Such union will bring 


united effort. 
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financial peace into our National house- 
hold. Monometallism and bimetallism 
both are hopelessly encumbered with 
great and confessed difficulties, which 
can be removed by the new Cometal- 
lism, the advantages of which should 
ultimately lead to its universal adoption 
by civilized nations. The supply of both 
metals will double the basis of redemp- 
tion, and thus enhance safety.” 


THE DEDICATION 


{ Just one more quotation,—the Dedi- 
cation.} “To Dr. C. G. Hussey, of 
Pittsburgh, who in the course of a long 
and honorable career has achieved en- 
viable success as a pioneer in copper 
mining and in the manufacture of cop- 
per and steel; whose name is not un- 
known as a promoter of science, art and 
education; whose high standing in busi- 
ness circles and general esteem is well 
known; who has taken a deep inter- 
est for many years in all financial ques- 
tions; who has given large considera- 
tion to the relations of gold and silver 
to each other, and who has kindly ex- 
pressed his confidence in the views and 
suggestions herein offered, this essay is 
respectfully dedicated.” [Which may 
explain the alluring frontispiece! One 
wonders wistfully whether, in the gen- 
eral recrudescence of outworn ideas, 
there may not be also a revival of the 
institution of the patron! . . . Those 
who follow the current publications on 
money will recognize that the pleasant 
custom of dedication to sympathetic in- 
novators has not entirely passed from 
our midst. } 


* * * 


Thus endeth this review. ‘Even in 


laughter the heart is sorrowful; and the 
end of that mirth is heaviness.” 














WO large New York trust com- 
panies have taken a step which 1s 
so sound that one wonders why it 
wasn’t taken long ago. But then, as an 
executive of another large institution 
commented, most of us don’t even take 
care of our health. This is an arrange- 
ment for a private examination of the 
administration of trusts, to be conducted 
by some outside expert. 

Mistakes in the administration of 
trusts under will and deed have been 
made in the distant past, plenty of 
them; but they have either not caused 
important loss to the trust or have not 
usually been seriously objected to by 
the trust client. Mistakes in the more 
recent past, however, have caused large 
losses to the trust, and have been or wiil 
be vociferously objected to. 

There are two possible policies on the 
part of the corporate fiduciary insti- 
tution. One is to run a seemingly end- 
less gauntlet, receiving whack after 
whack, each from a hitherto unexpected 
angle on some freshly exposed portion 
of its position. The other policy is to 
catch and correct the mistakes first, be- 
ing then able to saunter down any lane 
of enemies with equanimity, wearing 
the armor of invulnerability. 


CONFIDENCE 





MUST BE RESTORED 





The general attitude of the public, 
lawyers included, formerly was that if 
a given act had been taken by a rep- 
utable bank or trust company, it was 
beyond any doubt or question correct. 
That belief must be restored, and it 
must be based on fact. 

As long, however, as it is the fact 
that a great trust institution is capable 
of buying common stock in a trust un- 





Precautionary Trust Examinations 


A Growing Practice Which Is Greatly to Be 
Commended 
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der a will or agreement which in plain 
words restricts it to legals; of making 
routine payments of income when the 
instrument in plain words instructs it 
to apply income; of exercising a volun- 
tary choice in favor of taking stock in 
a new company when the instrument 
unmistakably restricts it to either the 
old stock or bonds; of paying out as 
income large amounts defined by the in- 
strument as principal; of making a rule 
that all expenses in all trusts are to be 
charged to income, and then switching 
to a rule that all expenses are to be 
charged to principal, a policy insuring 
that the instituticn will be wrong in a 
certain percentage of all either 
way; etc., etc.; as long as such acts have 
recently been performed by great in- 
stitutions accepted as models of com- 
petence and efficiency in trust admin- 
istration, then the menace of further 
objections and surcharges can no longer 
be pooh-poohed. 

It makes no difference that such un- 
fortunate slips may be rare exceptions; 
they happened; and that they happened, 
that it was possible that they could hap- 
pen, is symptom enough that there 
probably were others still to be dis- 
covered. The question then arises, who 
will discover the rest? 


cases 


MEETING 





THE PROBLEM 


The two institutions referred to in 
the first paragraph have decided to make 
their own discoveries if any, or rather 
to have them made under their own 
auspices. They recognize that the same 
men who have worked for years on the 
existing trusts cannot look over their 
own work with the zeal of an outside 
expert, and that familiarity and repeti- 
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tion may cause them to miss what would 
almost jump out before a fresh eye. 
They also realize that internal politics 
would embarrass and hinder any mem- 
ber of their own organization in making 
his review completely thorough; an un- 
prejudiced outsider is under no such 
obstacle. 

It is in no spirit of criticism or de- 
sire to fix blame on anybody that such 
an examination has been arranged for. 
The sole desire is to eliminate any pos- 
sible exception. 

In some cases the desirability of such 
an examination has been made apparent 
by the discovery of some error in a pre- 
vious administration, that is, on the part 
of another bank since absorbed through 
merger. It is evident that the present 
institution has the responsibility and 
liability, and does not yet know what 
it may be responsible or liable for. It 
carries no weight with a court that the 
present institution, and perhaps the 
present officers, had nothing whatever 
to do with the past administration. 


THE OFFICIAL EXAMINATION 


What has really brought about the 
decision to act, however, and to have 
a complete examination made of every 
trust in the institution and its adminis- 
tration from inception to date, is the 
current bank examinations as they re- 


THE BANKERS MAGAZINE 


late to the trust department. For the 
first time on a large scale the authorities 
are now concerning themselves with the 
correctness of the administration ot 
trusts. 

Here again there are two possible 
policies on the part of a bank or trust 
company. One is to sit back and let 
the official examiners discover the outs. 
In spite of the liberal and reasonable at- 
titude of the examiners, who make al- 
lowances recognizing that their present 
type of test is new, the undesirability 
of reserving to them all the surprises is 
evident. In addition if there is any hid- 
den jeopardy this policy would take per- 
haps some years to uncover it, as the 
oficial examiners would probably only 
be able in the time at their disposal to 
examine a few sample trusts at each 
visit. 

The better policy has behind it long 
established precedent in the banking side 
of the institution. There it has been 
customary to anticipate the official ex- 
amination by a private examination con- 
ducted by private outsiders on behalf 
of the directors. The arrangement for 
a private examination of the administra- 
tion of trusts, to be conducted by a pri- 
vate outside expert, is the logical ex- 
tension of this sound practice, to a field 
where it is capable of doing even more 
good. 
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Excessive Balances at the Federal Reserve 


Should Member Banks Maintain Larger Balances Than Required by 
Law ?—Correspondent Banks Suffering from This Practice 


By GeorGE R. SMITH 


HE transit department of a bank 

must function properly if the items 

are to be cleared at a saving of 
time and money for the bank. We must 
remember when figuring transit time, 
or float, in our service charge schedules 
that in justice to our customers we must 
continually study ways and means of 
reducing the transit time on out of town 
items. The items charged out to the 
transit department are, as a rule, drawn 
on banks located in all points of the 
United States and must be sorted ac- 
cording to states, cities or gistricts, de- 
pending on the number of jcorrespond- 
ents the sending bank maintains. 

To correctly sort the items for a quick 
clearance the transit clerk must keep 
himself thoroughly informed in regard 
to the most direct route which will en- 
able the bank to get quick returns with- 
out the cost of exchange. In numerous 
instances placing large items on the next 
train will sometimes save an extra day 
in clearance time. Sending large checks 
by air mail has saved valuable transit 
time for banks. In order that a con- 
trol be maintained so that each depart- 
ment of a bank may balance independ- 
ently it is necessary first that depart- 
ments be designated, regardless of the 
size of the bank. By passing all items 
to every department through a teller’s 
window it is possible to place the con- 
trol in this department. To avoid check- 
ing every department to locate an error 
tellers may localize errors quickly using 
a department control which furnishes 
the grand total each department must 
show at the close of a day’s business. 


CLEARING TRANSIT ITEMS 


In our bank which has been a mem- 
ber of the Federal Reserve System for 
many years, we have used successfully 


both our correspondents and the Fed- 
eral Inter Collection system for clearing 
our transit items. To our city corre- 
spondents we send checks and drafts 
drawn on the city in which the corre- 
spondent is located. We also send our 
correspondents items drawn on_ sur- 
rounding banks listed on the city bank’s 
par list. As a general rule we try to 
send only those items that may be 
cleared in from one to two days to our 
city correspondents. If items on sur- 
rounding banks are sent to a city cor- 
respondent they are listed upon a 
separate cash letter sheet in order to 
save time and trouble in handling. An- 
other feature of the plan is the fact 
that both the correspondent bank and 
also the sending bank may determine 
the average collected balance available 
for use of the customer bank. In 
handling drafts or other collection items, 
where the items are not credited to a 
customer's account until final payment 
has been made, we use a separate cash 
letter and type upon the sheet “Credit 
Only on Final Payment.” 

This precaution is beneficial to the 
customer bank as it offers a clear record 
on all collections handled and elimi- 
nates any possibility of an error in pay- 
ing out funds on such items before final 
payment is received. If the items are 
cleared through the Federal Reserve 
Inter Collection system special cash let- 
ter sheets are used. These sheets are 
furnished to member banks free of cost. 
The items to be cleared are sorted ac- 
cording to the reserve city upon which 
they are drawn. Next the items are 
listed upon the transit sheet which also 
carries the date, the total amount of 
each cash letter, and the exact day this 
amount will be ctedited to our reserve 
account. 
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All one day items are included in a 
separate cash letter the total of which 
is posted on the general ledger to the 
Federal Reserve Bank Reserve Account, 
the two and three day items are ac- 
cumulated in the same manner and 
posted to the Federal Reserve Bank De- 
ferred Credit Account. The Deferred 
Credit Account is in reality merely a 
collection account bearing the date these 
cash letters will be credited to the Re- 
serve Account. The Federal Reserve 
Bank will send credit slips to a member 
using this plan listing the total of the 
cash letters and date they will be col- 
lected. We simply file these credit slips 
in our note case under the correct dates 
as we receive them to remind us to make 
the necessary transfer on our books. On 
the date the funds are available we 
transfer the total of the letters from 
the Deferred Credit Account to our 
Reserve Account and in this manner 
we are enabled to determine our actual 
balance with the Federal Reserve Bank 
daily. The saving in transit time in 
using the Inter Collection System, as 
compared with the correspondent bank 
system of clearance, is simply obtained 
through the net work by sending items 
direct to the city in which they are pay- 
able instead of sending them to a cor- 
respondent bank for re-distribution, as 
is the ordinary procedure of non-mem- 
ber banks. It must be remembered that 
cash letters collected by any Federal Re- 
serve Bank are immediately credited to 
the member bank’s account, in the Re- 
serve district, in which the member 1s 
located. A private telegraph system 
linking the Federal Reserve banks makes 
possible this quick service at a great 
saving to member banks. 


ANALYZING CORRESPONDENT ACCOUNTS 


Our correspondents no doubt are at 
the present time giving us efficient serv- 
ice and since the payment of interest on 
demand deposits has been prohibited, 
many country bankers have not analyzed 
their accounts with correspondent banks 
to determine whether they were profit 


able or not. We must realize that in 
many instances, and especially is this 
true with the correspondents upon which 
we issue daily checks, that a large pro- 
portion of our balances may at times 
be uncollected. An analysis of the ac- 
count may reveal that the balance does 
not entirely justify the service rendered. 
The increasing number of banks that 
are coming into the Federal Reserve 
System is of course increasing the num- 
ber of par points available to member 
banks. While this increase in Federal 
Reserve membership may tend to de- 
crease a customer bank’s balance with 
its correspondent, the correspondent if 
already a member of the system will 
doubtless find that the clearance of 
items will be improved and the few non- 
par points where they have been absorb- 
ing exchange may be decreased. 


ATTITUDE OF CUSTOMER BANK 


The writer of this article believes that 
the increase or decrease of a customer 
bank’s balances with its correspond- 
ents will depend entirely upon the cus- 
tomer bank’s attitude towards its cor- 
respondent. Members of the Federal 
Reserve System do not necessarily have 
to keep their largest balances in the 
Federal Reserve Bank because of this 
connection. At the present time the 
requirements of most country banks are 
7 per cent. of their demand deposits 
and 3 per cent. of their time or savings 
deposits. This 10 per cent. of reserve 
balance maintained is all that the Fed- 
eral Reserve banks expect of their mem- 
bers although in numerous cases mem- 
ber banks do carry excessive balances in 
the Federal Reserve banks. Since mem- 
bers of the system do not receive divi- 
dends of more than 6 per cent. on the 
amount of stock they are allowed to 
own, regardless of the profits of the 
Federal Reserve Bank, there appears no 
special advantage to be had by mem- 
bers who carry these large balances. In 
view of the above statements it would 
appear that large city banks who have 
numerous country bank customers be- 
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longing to the Reserve System have not 
used this fact in an effort to increase 
their deposits from these customers. The 
Federal Reserve System does not dic- 
tate to its members where they shail 
keep their funds and since the profits 
from the Reserve banks, after deduct- 
ing dividends, operation expenses and 
setting up a small portion in the surplus 
fund, is paid over to the Government 
as an excise tax, an excess balance in 
the Reserve System would only tend to 
increase government revenue. 

ADVANTAGES OF FEDERAL RESERVE 

MEMBERSHIP 


Members of the Federal Reserve Sys- 
tem have numerous advantages over 
non-members in the clearance of items. 
On becoming a member of the system 
a bank immediately acquires twelve cor- 
respondents (the 12 Federal Reserve 
Banks) located in all important centers 
of the United States, not including the 
numerous branches. Such a connection 
will benefit both the large and small 
bank. Actually member banks have two 
clearance systems, the Inter Collection 
System and the clearance through the 
regular channels or the correspondent 
bank system. Non-member banks how- 
ever may, through a connection with 
large city bank members of the system, 
enjoy some of the privileges and facil- 
ities offered. The transit time required 
to place items in the large city banks for 
redistribution to other points would be 
the only disadvantage to such an ar- 
rangement. 

From the advantages pointed out in 
this article we might reasonably sum- 
marize that there is a distinct advantage 
obtained by using the Federal Resérve 
for clearance of items not drawn upon 
cities in which a customer bank has cor- 
respondents. Transfers from the Fed- 
eral Reserve banks may be made after 
collection of the transit items to a cor- 
respondent bank and a profitable ac- 
count Fragen by bankers who wish to 
their correspondent bank bal- 














nsurance 


and 


nnuities 


— From the Buyer's 
Point of View 


By E. C. Harwood 
and Bion H. Francis 


HIS book, which was published by 

the AMERICAN INSTITUTE FoR 
Economic RESEARCH, (a non-political, 
non-commercial organization), is de- 
signed to make valuable information 
available to the average man who buys 
life insurance and annuities. @ Every- 





one knows that it is not wise to “in- 
vest without investigating” and yet 
how few people give adequate study 


to the problems involved in the pur- 
chase of life insurance. And for a 
large portion of all buyers, their life 
insurance policies are the most impor- 
tant purchases made throughout their 
lifetime. Of vital interest to the life 
insurance and annuity buyer are the 
cost studies of various policies which 
are one of the features of this book 
enabling the reader to determine what 
policy is best fitted for his needs. @ In 
preparing this book technical words 
and the more complex aspects of the 
subject have been avoided as far as 
practicable. QIf you wish to buy life 
insurance and annuities intelligently— 
if you, as a banker, wish to be able to 
give sound advice to those who seek 
your counsel—do not fail to read 


this book. 
















Price $2.50 


Bankers Publishing Company 


465 Main Street 
CAMBRIDGE, MASS. 














WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 








THE LESSONS OF EXPERIENCE 
UNHEEDED 


THE passing of the NRA as an in- 
strumentality by means of which the 
realm of private business could be in- 
vaded by the Government for the pur- 
pose of experimental control adds one 
more instance to the long list of 
planned-economy failures throughout 
the world. The idea that the labor of 
men and the rewards for that labor can 
be arbitrarily directed by human 
agencies more wisely and _ beneficially 
than by natural economic forces has 
been entertained since the time of the 
early Greek philosophers. Yet the 
wreckage resulting from man’s attempt 
to direct the course of economic affairs 
is so overwhelmingly indicative of the 
hazards involved in such tampering 
that thoughtful observers of business 
trends are at a loss to understand its 


continual recurrence——The Guaranty) 
Survey. 
TYPES OF BANKING REFORM 


CONTRASTED 


THE business of banking is a highly 
technical one, and one which requires 
a great degree of knowledge and ex- 
perience for its successful management. 
Moves to place banking on a_ higher 
professional basis, and to restrict its 
conduct to the hands of men of vision, 
training capability and experience would 
seem much more constructive than the 
attempt to convert the entire system 
into an automatic political mechanism 
for experimentation with unsound credit 
theories.—The Girard Letter. 


PEACE THE GREATEST NEED OF 
THE WORLD 


THE greatest need of the world today 
is the assurance of permanent peace— 
an assurance based on mutual under- 
standing and mutual regard.—Franklin 
D. Roosevelt. 
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PLACE OF MONEY AND BANK- 
ING IN THE BUSINESS SCHEME 


BANKING does not create business, but 
is the result of business demand. Bank- 
ing has nothing to do with money or 
the creation thereof, and its principal 
purpose is to obviate the use of money 
by enabling goods to be exchanged 
against one another, or, in technical 
language, to “clear.” The amount of 
money in circulation has no relation to 
the prosperity of the country; if it had, 
the United States today would be one 
of the most prosperous countries on 
earth, since it has more money than 
any other nation and more than it, 


itself, has ever had.—H. Parker Willis. 


HOW PROSPERITY WILL BE 
RESTORED 


I KNOW of no _ prosperity brought 
about by legislation. Neither do I 
know of any instance in history when 
a country has squandered itself back 
into prosperity. That being the case, 
I believe we are not coming out of this 
at the hands of politicians but only at 
the hands of the business men of this 
country.—William Starr Myers. 


QUALIFICATIONS OF A 
SENATOR 


I THINK of a United States Senator as 
a man representing a sovereign state, 
always pleased when he may agree 
with his constituents, but always re: 
serving to himself the right to think 
for himself, and always holding fast to 
a firm determination not to be swayed 
by the momentary clamor of the multi- 
tude.—U. S. Senator Carter Glass. 


EASY WAY TO END UNEMPLOY- 
MENT 


Ir the Government would quit med- 
dling with us, there wouldn’t be any 
unemployment.—Henry Ford. 
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Scientific Account Analysis 
Graduated Charge Schedule 


By Freperick W. Herzen 


This is the ninth of a series of articles on account analysis of checking ac- 
counts. The first article appeared in the December issue.——EpiTor. 


HE usual method employed (and which was _ pre- 
| viously commented upon) for the ascertaining of a 

unit price to be used in expense allocation, produces 
an average price for each unit. If the average cost of each 
unit in a “particular classification was ascertained to be 314, 
then a charge at the rate of 342c would be made for each 
unit of that classification chargeable to a particular account. 

An average cost of all items, however, is not an actual 
cost for each item. In any given classification, some items 
will actually cost more to handle than will others in the 
same classification. While it is conceded that to attempt 
to ascertain what each item does actually cost, if not im- 
possible, would be a least impracticable, one of the prin- 
cipal reasons for cost variations in items of a given classi- 
fication, however, is readily discernible and some allowance 
‘an be made for that fact when making expense distribu- 
tions to the individual accounts. 

The primary cause of the variation between the average 
and actual cost of items in a given classification is the vary- 
ing number of items handled per account. The truth of 
this statement can be readily visualized by a few illustra- 
tions. 

Assume that a bookkeeper has two hundred checks to 
post to the accounts in his ledger. Of these checks, the 
first hundred are to be charged to one account, the second 
hundred are to be charged to one hundred separate accounts. 
There is no doubt whatever as to which group of one 
hundred checks will require the most time and care on the 
bookkeeper’s part. There is no doubt in which group the 
greatest probability of error will exist, if there is an error 
in handling this batch of checks; and there is no doubt of 
what the factor is that influences that condition. The con- 


trolling factor is the number of items appearing in a single 
account. 
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In the first group it would be necessary to pick up but 
one old balance and handle but one ledger sheet; in the 
second group it would be necessary to pick up one hundred 
separate old balances and handle one hundred separate 
ledger sheets. Nevertheless, distributing charges on the 
basis of average costs would have resulted in a charge to 
the one account equivalent to the sum total of the charges 
made to the one hundred separate accounts. 

The same condition prevails in all transactions. The 
person verifying the genuineness of signatures on these same 
checks would make the verification cf the one hundred 
signatures of the one individual account in less time and 
with less effort than would be the case for the one hundred 
signatures for the one hundred separate individual accounts. 

A teller can complete the transactions of accepting one 
deposit of one hundred items from one individual in much 
less time than he could in accepting one hundred separate 
deposits of one item each. 

The controlling factor in each case is the number of 
items handled for each account and that factor will have 
a similar bearing, to a greater or lesser degree, on every 
banking operation. 

To carry our illustrations a little further, assume that 
the half dozen largest and most active accounts in a bank 
were to be subdivided into a number of accounts equivalent 
in size to the smallest in the bank, the sum-total of whose 
balances and activity would be the same as the sum-total 
for the six accounts subdivided. It is quite possible that 
such a change might result in requiring additional personnel 
and equipment to handle the business and yet, the com- 
bined results of all the analyses would probably approxi- 
mate the results of the original half dozen accounts if aver- 
age costs were used in making the analyses. 

Inasmuch as there is such clear-cut evidence that the 
proportionate activity of an account has a direct bearing 
on the actual unit cost of the item activity, doesn’t it seem 
logical that some provision be made to equalize charges by 
making some allowance for the volume of activity in a par- 
ticular account? 

It is not only logical that we should have a price differ- 
ential based on the total volume of business produced by an 
individual account but such a practice would be in con- 
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formity with that employed in every other line of business. 
It is quite as logical for a bank to offer its services at a 
lower rate per unit to the larger consumers of its service 
as it is for a manufacturer to accept a lower price per unit 
for his product when sales are made in large quantities. It 
is quite as logical for a bank to have its prices graduated 
down as volume consumption increases as it is for a utility 
or telephone company to have decreased unit prices as 
volume consumption of its services increases. 

It is quite as logical for the large consumer of banking 
service to expect a lower rate of charge for its banking 
service as it is for them to expect a lower rate on volume 
purchases of any other commodity they buy. 

The practice of a bank so doing is not only logical 
but feasible, and quite simply accomplished. It would be 
a simple matter to make up a graduated charge schedule 
on which the charges would be based upon the total activ ity 
in an account. Not only would the stipulation of graduated 
charges be a simple matter, but its adaptability to charting 
for the purpose of rapid analysis of an account is admirable. 

Such a table has been prepared to illustrate the manner 
in which it can be used and the effect its use will have on 
the results of an analysis of an account. 

This table is illustrated in Figures 12-A and 12-B. The 
charge valuations employed in this table are: 


First 25 Items .05 Each 

Next 25 - 0475 “ 
- 25 se 0450 
25 .0425 
50 z -0400 
50 $3 0375 

100 Li 0350 “ 

100 ‘5 0325 ~“ 

200 a .0300 ~ 

200 4 O75. “ 

200 Md 260 

Over 1000 by 0225 ~ 


The use of a table that is designed in principle such as 
this one is, implies that each of the first items up to a given 
total (in this case the first twenty-five) would be charged 
for at the same rate regardless of the total number of items 
involved. Such an arrangement has several distinct ad- 
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vantages over one that would specify a certain charge per 
item based upon the total items involved. 

With a schedule designed similar in principle to this 
one, there is no chance that a similar charge will be made 
for a greater number of items than for a lesser number. 
For instance, if a schedule stipulated 5c per item for a total 
of 25 items or less and 4°4¢ per item, for a total of over 
25 items, then the total charge for 25 items would be $1.25 
whereas only $1.24 would be charged for 26 items. 

The employment of a schedule based on the same prin- 
ciple as this table would be assurance to the small user of 
a bank’s service that he was being dealt with fairly, for it 
would be realized that regardless of the services required, 
for the first units of service, up to the amount consumed by 
himself, the larger consumer would pay exactly as much as 
he. 


For the treatment of large accounts too, the principle 
of graduated charges as here used, would be advantageous. 
It would afford a price differential favoring the most active 
account slightly more than it would one of lesser activity. 


The reduction in the average cost per item as the ac- 
tivity in an account increases as used on this table, is illus- 
trated in the following partial tabulation: 


Number of Items Average Charge Per Item 
100 .04625 each 
1000 03175 ~“ 
2000 O2Tis ~* 
3000 02558 “ 
4000 02481 ~ 
5000 02435 


The charge for 2000 items is at an average of slightly 
less than 2%4¢ each whereas an account having twice that 
activity or 4000 items would have been charged at the 
average rate of slightly less than 244c each. Nevertheless, 
the account having the larger number of items would have 
been charged exactly the same amount as the smaller ac- 
count for the first 2000 items although it would not have 
been charged twice that amount for the full 4000 items. 

Employing such a principle of charging would conform 
with the contention that an increase in activity in an in- 
dividual account would, in all likelihood, reduce the unit 
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cost of each item handled for that particular account and 
it would therefore be fairly entitled to a lower charge per 
item. 

This table designates required balances for 200, 2000 
and 4000 items as $129,300, $825,100 and $1,509,400 re- 
spectively. Items totaling less than 1000 are shown on 
Section A and items totaling over 1000 are shown on Sec- 
tion B of this table. 

Although 2000 is ten times as great as 200, the balance 
requirement for the 2000 items is not ten times that re- 
quired for the 200. 

Illustrating an additional advantage afforded by this 
principle of charge in combination with the basing of a 
profit expectation on the balances required to support the 
activity can be shown by analyses of the foregoing balance 
requirements. 


TWO HUNDRED ITEMS 








Balance required $129,300 
Less reserve 19,400 
Available balance . 109,900 
Will yield at 4 per cent. 12.04 
Less charge for 200 items 8.50 
Profit 3.54 
1 per cent. on $129,300 3.54 
TWO THOUSAND ITEMS 
Balance required $825,100 
Less reserve 123,800 
Available balances 701,300 
Will yield at 4 per cent. 76.86 
Charge for 2000 items 54.26 
Profit 22.60 
1 per cent. on $825,100 22.60 
FOUR THOUSAND ITEMS 
Balance required $1,509,400 
Less reserve 226,400 
Available balance .... 1,283,000 
Will yield at 4 per cent. 140.61 
Charge for 4000 items 99.25 
Profit ... o ea a 41.36 


1 per cent. on $1,509,400 41.36 
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It will be noted that in addition to the proportionate 
reduction in balance requirements as the activity increased, 
there was also a reduction in the proportionate profit mar- 
gin per item to the bank with the increase in activity. This 
is accounted for by the fact that our profit margin is based 
upon balance requirements and if balance requirements are 
proportionately less as the activity increases, so will be the 
profit margin accruing to the bank. 

This too, is in direct conformity with the practice pre- 
vailing in other lines of business for it is the usually ac- 
cepted practice to expect a smaller profit margin per unit 
as the number of units per order increases. Almost any 
business will accept a smaller per unit profit on a large 
sized order than it will on a small sized one. 

The units on this table were grouped in multiples of 
twenty-five for price gradations. This grouping was used 
under the theory that twenty-five units would fairly repre- 
sent one item for each business day of the month. This 
grouping, the prices used, and the gradations may not con- 
form with the requirements of any institution, but the prin- 
ciple employed would be adaptable to all. 

While it might at first appear that this method would 
unduly favor the large consumers of bank service, actually 
it benefits all consumers of bank service, whether large or 
small. It encourages quantity consumption of bank serv- 
ices, and by the increase in total unit activity it is possible 
for a bank to reduce its cost per unit. A reduction in unit 
costs will benefit the small as well as the large consumer and 
without the few comparatively large consumers of its serv- 
ices the average bank’s unit cost would become prohibitive 
to the host of small depositors. 

This method of encouraging large scale use of bank 
service is therefore beneficial to the smaller consumer of 
bank service in that it brings the relatively small amount 
of service required by him within reasonable limits of cost. 
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EVERY CORRESPONDENT IN YOUR 
BANK SHOULD READ 


BANK LETTERS 


THAT BUILD BUSINESS 


By 
A. A. KRETSCHMAR 


“Here is an unusual letter book 
inasmuch as the contents are made 
up almost entirely of sample 
letters, classified according to 
their use. . . . A welcome de- 
parture. ...” Printers’ Ink. 


Send for your copy on five days’ approval. 


Price $5.00 


Bankers PusiisHING Co.,465 MainSt., CamsripGE, Mass. 





. .- In the management of the bank’s earning assets 
lie possibilities for either success or failure... 


LOSSES 


IN BANK EARNING 


ASSETS 


The Problem and How To Meet It 


By FREDERICK MUELLER, Jr. 


@ Losses in the earning assets of banks have been largely responsible for the 
late-lamented banking crisis and for the large number of bank closings which 
were reported annually prior to that event. Bank closings have been caused 
not so much by the increased cost of bank operation as by heavy losses in the 
bond and loan accounts. 


@ Recognizing the importance of the handling of the “earning assets” in success- 
ful bank management, Frederick Mueller, Jr., has made this analytical study of 
the problem and in this book he presents the facts and his conclusions. He has 
observed bank policies as to the investment of the earning assets during the past 
decade and has traced the results of such policies as revealed in the figures of 
losses in both the investment and loan accounts. 


@ Bank executives who wish to check their own experience with that of banks in 
general—who would compare their own policies with general banking trends— 
will find this book of great value and interest. 


@ To examine a copy without obligation, fill out the coupon below. 


APPROVAL ORDER COUPON 


BANKERS PUBLISHING COMPANY 
465 MAIN STREET, CAMBRIDGE, MAss. 


You may send me on 5 days’ approval a copy of “Losses in Bank Earning Assets” 
by Frederick Mueller, Jr. At the end of 5 days I will either send you my check 
for $3 or return the book. 
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Banker-Lawyer Pact 


For the past year negotiations have been 


earried on between the California Bankers 
Association and the California State Bar 


Association as to “what constitutes the prac: 
tice of law” in connection with banks and 
trust companies. The concluded agreement 
between the bankers and lawyers, which 
provides that the drawing of legal docu- 
ments, such as wills, trust agreements, ete., 
comes in the proper sphere of the legal pro 
fession and not of the trust companies and 
banks, is believed to be the first of its kind 
in this country. At a recent meeting final 
details were approved, rules of procedure to 
administer the agreement were adopted, and 
a conference committee was named to hear 
and determine questions or complaints dur- 
ing the coming year. 


Farming and Banking 


“Recognizing that their interests are mu- 
tual, many bankers are teaming up with 
county agents on a long-time constructive 
agricultural program. Together they are 
making a steady pull for results that will 
confer lasting benefits upon their communi- 
ties. Both the banker and farmer are 
helped by intelligent credit extension. . 
Banks cannot be made successful by acquir- 
ing farms through foreclosure routes. It is 
much better to bring about conditions where 
it is possible for the farmer to repay the 
loan.” Dan H. Otis, director of the agri- 
cultural commission of the A. B. A., gave 
this encouraging report and advice on the 
relationship between bankers and farmers 
to the Wisconsin bankers. 


Government Banking 


Business men in the United States are com- 
ing to the realization that. “government 
banking means the end of the business sys- 
tem of which they are a part,” says Virgil 
Jordan, president of the National Industrial 
Conference Board, in an article in a eur- 
rent issue of “Banking.” Agitation for 
government banking is a phase of the con- 
flict between personal competitive enter- 
prise and a compulsory state collective se- 
curity system. 


—@Q— 


As there has been a persistent effort by 
Oregon politicians to set up a plan of state 
ownership of bank stocks, T. P. Cramer, 
Secretary of the Oregon Bankers Associa- 
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tion, has written a 53-page booklet on the 
experiences of various states in this line. 
He has ealled the booklet, “States as Bank- 


ers.” Mr. Cramer believes that informed 
taxpayers and other voters will dispose of 
this question rather than the banks of the 
eountry, 
aco 

“Government vs. Private Lending” is to be 
the theme of the convention of the Mort- 
gage Bankers Association at French Lick, 
Indiana, next October 3-4, Not only lead- 
ers in the mortgage investment and mort- 
gage banking field will be present to dis- 
cuss this problem. Leaders in public life, 
members of the present administration and 
educators of renown will give their opin- 
ions. The conclusions should be of vast in- 
terest to the nation at large. 


Ideas 


At the request of the school authorities, the 
American National Bank of Kalamazoo, 
Michigan, will probably establish annual 
essay contests, with financial topics of 
timely interest as the subjects. This de- 
cision is the result of a recent essay con- 
test conducted by the bank among the high 
school students on the subject, “What pro- 
tection is afforded to the depositors of 
Kalamazoo banks by Federal Deposit In- 
surance and how is the publie benefited?” 
The bank gave money prizes to thirteen 
winners. The superintendent of schools said, 
“Tn acquainting the studeht bodies of the 
high schools of this city with this law and 
of the participation of the local banks in 
it, the American National Bank has _ per- 
formed a very real and unselfish service.” 
The officers of the bank considered the con- 
test a marked success, from the standpoint 
of local goodwill and publicity, and also as 
an unselfish gesture to the other three local 
institutions, which obviously — benefited. 
M. R. Diggs, director of the FDIC in Wash- 
ington, asked to have the three winning 
papers sent to him, 
—©— 

The officers of the New Jersey Bankers As- 
sociation are making a “Good-Will Tour” in 
July in order that the bankers in the more 
remote sections of the state may be brought 
into closer contact with the officers of their 


association. 
—@— 
The Commercial National Bank of Little 


Rock, Arkansas, recognizing that trumped- 
up litigation was assuming the proportions 
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of a public scandal, and menacing the busi- 
ness security of their customers, decided 
to bring the matter to the attention of the 
public- through using their advertising 
space, and is co-operating with the Arkan- 
sas State Chamber of Commerce in the 


work, 

—-= 
The Colorado State Bank of Denver, in 
adopting a new schedule of service charges 
on July 1, prints on the depositor’s charge 
slip the complete detail of what the cus- 
tomer is charged and refers him to a chart 
on the reverse of the slip indicating why 
he is thus charged and how the amount is 
arrived at. 

—@©— 
The American National Bank of Nashville, 
Tenn., has added an investment department, 
which will give to clients and correspond- 
ent banks advice and counsel concerning 
the best investments for their excess funds. 


—@— 


More than 1500 persons from all walks of 
life have opened checking accounts under 
the checkmaster plan since it was installed 
in the National Safety Bank & Trust Co. of 
New York. The plan which was originated 
by Alexander Efron, vice-president of the 
bank, and which allows a depositor to open 
a checking account from $1 upwards and 
permits him to draw checks for any amount, 
has apparently tapped heretofore unopened 
sources. 

Max J. Schneider, president of the bank, 
says that “the plan is operating with com- 
plete satisfaction to the officials of the 
bank. Very little new machinery’ was 
needed for its operation and the system is 
successfully handled by the employes of 
the bank.” 

“The response to the plan,” according to 
Charles Richter, chairman of the board, 
“has been beyond our fondest anticipations. 
I still feel that the response has been fan- 
tastic. It clearly shows that we have met 
a tremendous need in the banking world, 
and have answered what seems to be a 
deeper and more human need among the 
people who have wanted to bank their 
money in this way and have been unable to 
do so in the past.” 


Insurance and Pensions 


Ninety-two employees of the Plainfield 
Trust Company, of Plainfield, N. J., have 
recently become eligible to life insurance in 
amounts ranging from $1000 to $4000, ae- 
cording to rank, through the adoption of a 
group policy involving $187,000 by that 
company. The policy was issued by the 
Prudential Insurance Company of America. 
The premiums for the insurance will be 
shared by the employes and the employing 
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company, the policy being of the contribu- 
tory type. 


—©— 


The possibilities~of old age pensions for 
bank employes will be one of the major 
studies of the New Jersey Bankers Associa- 
tion during the coming year. 


—@©— 


The Washington Bankers Association also 
expects to give thought to the matter of 
retirement and pension systems in banks 
during the coming year. 


Legal Aids 


The Manufacturers and Traders Trust Com- 
pany of Buffalo has published, for distribu- 
tion at a nominal charge, a booklet listing 
approximately 40,000 legal opinions on file 
with the institution. This bank is the of- 
ficial depositary of the Investment Bankers 
Association for legal opinions. Since the 
compilation of the compendium was started 
in the early part of 1931, the legal opin- 
ions on file with the depositary have reached 
a total of over 65,000 and in addition a 
large number of original transcripts of pro- 
ceedings are on file, of which photostatic 
copies are available. 
~~ 

A new “Conditional Sales Contract” legal 
form for use in Iowa banks has_ been 
drafted by the officers and legal department 
of the Iowa Bankers Association. The of- 
ficers of this state association from time to 
time prepare bank legal forms for member 
banks, and the printers of the state co- 
operate by stocking them. The new form 
is made up in triplicate. It contains (1) 
Sale Contract and Note Form (2) Seller’s 
Recommendation, Assignment and Guar- 
anty to (3) Acknowledgment for Assignor 
(4) Guaranty (5) Acknowledgment for 
Buyer and (6) Acknowledgment for Seller. 


Legislation 


The Banking Act of 1935 in its amended 
form is, according to Senator Glass, chair- 
man of the subcommittee on banking, “a 
darn sight better bill than the House 
passed.” “Quite reasonable” and “a fair 
compromise,” came through the subcom- 
mittee, “better than I expected,’ were the 
comments of Senator Fletcher, chairman of 
the full committee on banking. Though we 
are not able to report direct comment from 
Chairman Crowley of the FDIC it is under- 
stood that he is generally pleased. 


—@— 


The A. B. A. did not propose and is not 
supporting the new underwriting section of 
the Banking Act of 1935, according to a 









statement by Rudolph S. Hecht, to make 


the A. B. A. position a matter of record. 
The A. B. A. stands on the premise that, 
as representative of organized banking, no 
step should be taken that would be capable 
of being construed as a step toward the 
period which brought equal criticism on 
good and bad banking practices. 
= 

On the one-twelfth of 1 per cent. FDIC 
premium, 13,300 banks will pay less than 
they paid on one-fourth of 1 per cent. on 
the insured deposits, while 800 banks will 
pay more than they pay on the one-quarter 
of 1 per cent. of the insured deposits. 
Hence, the majority of the banks through- 
out the nation will benefit by the placing 
of the total of the amount on the total 
deposits as compared to the insured deposits. 
Seventy banks in the country will pay 35 
per cent. of the insurance premiums. The 
question of why that amount should be 
placed on the big banks is answered by the 
argument that it would be very difficult to 
have a big bank if you didn’t have a lot 
of little banks, because the smaller banks 
deposit their money in the larger banks. 
In the Northwest territory they get their 
money into Minneapolis, then into Chicago, 


and then into New York. 
—© 
Pennsylvania has a new law which gives 


the state power to remove bank officials 
who fail to protect depositors and_ stock- 
holders. Bankers have hailed it as a dis- 
tinct step forward, and the state secretary 
of banking, Dr. Luther A. Harr, said it 
signalized a new era of banking in the state. 
This power is vested in a board of nine 
members, including the state secretary of 
banking. On his recommendation the board 
can dismiss any bank officer, employe, or 
attorney whose policies or actions injure the 
interests of the bank’s patrons. Six of the 
members will be selected from a list nomi 
nated by the Pennsylvania Bankers Asso- 
ciation. Through the board the state will 
limit and scrutinize loans on real estate, 
security in loans, and interest charges. Pre- 
viously the state could only step in where 
there were illegal acts. The law should 
increase the standards of eligibility for 
bankers. 
—(e-- 

The state of Pennsylvania has also adopted 
a bill extending the branch banking privi- 
lege. This will enable banks to provide 
banking facilities for several communities 
now without banks, but no branch can be 
established in any community already hav- 
mg such facilities. Another protective re- 
quirement states that such branches must 
have the same capital and surplus that 


would be required if the branch bank were 
4 unit institution. 
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Public Relations 


“What the mind does not understand, it 
tends to oppose” is the principle that gave 
rise to the slogan “tell the public more than 
the law requires,’ as advocated by the 
“American Banker.” Ability to properly 
inform the public, not only through adver- 
tising and publicity, but through personal 
contact and the spoken word, requires the 
application of the principles of salesman- 
ship and the employment of sales psychol- 
ogy. These facts are being emphasized by 
Vernon T. Grizzard, conductor of a bank 
public relations course. 


—@)— 


“Topies were timely, and their treatment 
was frank. There was a marked disposition 
on the part of the speakers to speak what 
was in their hearts and to discuss freely 
the fundamentals of the present bank and 
monetary situation. The newspapers of the 
state, although always generous in giving 
space, seemed to show an even greater in- 
terest in the addresses delivered and quoted 
from them extensively.” This was the sum- 
mation of the convention of the Washing- 
ton Bankers Association, as given in its 
bulletin. It conveys the great interest that 
the public now has in the banking question, 
and this interest should be taken advantage 
of to the fullest extent in educating the 
public while it is in a receptive mind. The 
Washington bankers intend to do this, as 
one of the resolutions made at their con- 
vention was: “to undertake some co-opera- 
tive effort to provide the publie with cor- 
rect information to the end that a better 
understanding of the proper functions of 
banks and their position in the community 
may be had.” 


Tax Trends 


“A measure which attacks the great for- 
tunes at the top without at the same time 
broadening the base of all taxes is a meas- 
ure to diminish the evils of plutocracy by 
encouraging the evils of demagogy. The 
immunity of great wealth and the irrespon- 
sibility of great masses are the two fatal 
diseases of republics. By this test the 
President’s program is inadequate and 
short-sighted. It has spurs but no bridle. 
It offers incentives to spend but lacks re- 
straints upon spending.” 

This is a portion of the expressed opin- 
ion and comment of Walter Lippman, 
Democratie editorial columnist, on the 
Roosevelt tax program when first submitted. 
Mr. Lippman also gives his idea of a pro- 
gram for taxation. “A sound program of 
taxation would have as its ideal the pay- 
ment of some income tax by every voter so 
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that every new expenditure would be re- 
flected in the tax bill of every voter.” 
—©— 

Changing trends in taxation, legislation and 
investment opportunities are causing trust 
companies to amend their policies, particu- 
larly in their public relations, Carl W. Fen- 
ninger, vice-president of the Provident 
Trust Co., at Philadelphia, told members 
of the Fiduciaries Association. “Trust 
companies are planning estates to meet tax- 
ation and not avoid it,” he said. 


102% Nichols 


We offer another letter from the open files 
of the correspondence addressed by J. M. 
Nichols, president of the First National 
Bank of Englewood, Chicago, to the Gov- 
ernment, in the identity of Leo T. Crowley, 
ehairman of the FDIC: “Calm yourself! 
For pity’s sake, why all the excitement? 
Your wire of June 28th is the fourth Gov- 
ernment notification we have received this 
morning to the effect that those gents whom 
we elected to Congress have, with the bless- 
ing of their Great White Father, postponed 
for another sixty days the possibility of a 
permanent insurance plan. That’s a darn 
shame, for I kinda thought you and I were 
going places this time.” 

But there are those who think that the 
need for calm is rather more necessary on 
the Nichols side of the argument. 


Honors to Bankers 


Miss Rose Scorgie, advertising manager of 
the State-Planters Bank & Trust Company 
of Richmond, Virginia, is one of nineteen 
Richmonders who appear in the new edition 
of “American Women.” Questionnaires 
were sent to 15.000 women throughout the 
United States for recommendation, and 
from these 6214 were eligible for presenta- 
tion in this “Who’s Who” of American 
women. Miss Scorgie is a former president 
of the Richmond Business & Professional 
Women’s Club, and is this year’s com- 
mander of U. 8S. Base Hospital No. 45 
Veterans Association. In 1933 she was 
awarded third prize in a nationwide poetry 
contest. “Saga of the Veldt” is a book of 
Miss Seorgie’s poems. In her advertising 
work she has to her credit “Governors of 
Virginia in Colonial Days,’ and “Roads of 
Romanee in Virginia,’ booklets which have 
brought her institution national favorable 


comment. 

—~o~ 
Her choice of an all-expense-paid trip to 
Europe, or $1000 in eash, was recently 
given Miss Gladys Vote, employe of the 
Denver National Bank, Denver, Colo. Miss 
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Vote was one of the twenty first-prize win- 
ners in the recent Colgate-Palmolive-Peet 
Company’s nation-wide contest for the best 
letters on Palmolive soap. Miss Vote de- 
cided to take the trip, and left aboard the 
liner Normandie on July 31. The tour, last- 
ing five weeks, includes England, France, 
Italy, Holland and Switzerland. The party 
will visit the Paris Opera, the Folies Ber- 
gere, the International Exposition at Brus- 
sels, and will have an audience with the 
Pope and possibly one with Mussolini. 
Every expense of the trip was paid, inelud- 
ing personal and baggage insurance, pass- 
port visas, tips, and ample spending money 
was allowed. 
—@ -- 


The first thought of James W. Dodd, Jr., 
after receiving his prize money of $300 as 
winner of second place in the public speak- 
ing contest for the A. P. Giannini Prizes 
at the recent A. I. B. convention was to 
pay off the balance of a loan scholarship 
he held from the American Bankers Asso- 
ciation Foundation for Education in Eeo- 
nomics. Mr. Dodd is employed in the ex- 
amining department of the Federal Reserve 
Bank of Richmond, Virginia. 

= 
Justice Henry T. Kays, president of the 
Sussex & Merchants National Bank of New- 
ton, N. J., has been appointed a_ vice- 
chancellor. 

=e 
Walter A. Koerber, assistant secretary and 
treasurer of the Equitable Trust Company 
of Baltimore, Md., has been elected presi- 
dent of the Baltimore Bank Auditors Con- 
ference. 

a= 


Two bank officers have been elected to the 
Salt Lake City Chamber of Commerce. John 
M. Wallace, vice-president and trust officer 
of the Walker Bank & Trust Co., is vice- 
president; and Stewart Cosgriff, vice-presi- 
dent of the First National Bank, is the new 
treasurer. 

es 
Willard R. Smith, cashier of the Zion’s Sav- 
ings Bank & Trust Co. at Salt Lake City, 
Utah, has been named a member of the ad- 
visory council of the Utah Associated In- 
dustries, which is considering probiems that 
have arisen since the collapse of the NRA. 
He will act as the representative of the 
Utah Bankers Association. 

——— 
Frank W. Hubbard, vice-president of the 
Industrial Morris Plan Bank of Detroit, 
Mich., and president of the Hubbard State 
Bank of Bad Axe, has been named president 
of the Hubbard Memorial Hospital in Bad 
Axe. 
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William D. Murphy, Jr., cashier of the 
Citizens National Bank at Zanesville, O., 
has been elected president of the local 
Rotary Club. 


Bank Loans 


In order to stimulate the flow of money 
from New York City to the interior in the 
form of realty loans, J. Howard Ardrey, 
assistant FHA administrator, has _ estab- 
lished headquarters in New York City. He 
says: “It will be among my chief purposes 
to stimulate the flow of some of the con- 
eentrated loanable funds here out into the 
parts of the country where it is most needed. 
This is what our housing program needs. 
The Government’s plan includes giving im- 
petus to new construction. It is not in- 
tended to bring about a building orgy, but 
rather to encourage acquisition of existing 
housing and refinancing on a _ long-term 
basis. The Government’s modernization pro- 
gram, with the loan limit now raised to 
$50,000, has gone over in a fine way after 
only ten months of action. Out of $70,000,- 
000 of loans made on 190,000 separate op- 
erations, only $37,000 on 86 projects have 
been in default. This is an extraordinary 
record.” 

«i 
“Money available ($2000 to $50,000) to 
improve, alter, repair, business properties,” 
thus advertised the Northwestern National 
Bank and Trust Co. of Minneapolis. This 
bank was one of the first in the United 
States to advertise for borrowers’ applica- 
tions under the amended FHA Title I, guar- 
antecing loans for business property al- 
teration. 

—@— 
Salary reduction is not always the solution 
to counteract the losses of a bank. E. S. 
Woolley, of the E. S. Woolley Corp. of New 
York City, in a recent article says that if 
a bank’s average annual losses are $156,000, 
and its annual payroll $43,000, analysis of 
loan and operating costs, not salary redue- 
tion, is the solution. Reductions of pay 
reduce morale. Why not look elsewhere 
through cost analysis to produce profits and 
eut down losses, instead of trying to off-set 
them? Loan loss reduction is the most im- 
portant economy for most banks, Mr. Wool- 
ley has found out by experience. 

—@— 
A fifty per cent. increase in loans has been 
accomplished by the Marquette National 
Bank of Minneapolis during the twelve 
months ended June 30. The bank said in 
its advertising: “This community is dis- 
tinetly indebted to the enterprising borrow- 
ers who have had the courage to take this 
money and put it to work. They are the 
seed of recovery.” 
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The Underwriters Trust Co., New York, 
have increased personal loans 100 per cent. 
for the first six months of 1935 over the 
same period in 1934. As 20 per cent. of 
the loans have been made to small business 
men, and 24 per cent. have been devoted to 
paying off old debts, this is a reflection of 
increased business activity according to 
Christian W. Korell, president of the bank. 

—@©— 
The Cleveland Trust Company, owning a 
piece of property in the city of Cleveland, 
decided to completely modernize it, and 
then open it for inspection to the public. 
Many interested and prospective home own- 
ers have inspected it since the opening in 
April, and have learned in a most impres- 
sive manner what can be done with the 
average old house. 

=_ 
Reversing the traditional appeal for de- 
posits, the new advertising of the Capital 
National Bank of Sacramento, California, 
features “Money to Loan.” As this bank is 
in the heart of California’s richest agricul- 
tural districts it asks: “Have you wool, 
wheat, barley, canned goods or dried fruit, 
beans, rice, or any staple commodity 
If your product is in a bonded warehouse 
we will be pleased to loan liberally.” 

—@— 
The directors of the Merchandise Bank & 
Trust Co. of Chicago have allocated a sub- 
stantial sum for investment in first mortgage 
refunding and modernization loans in ¢o- 
operation with the FHA and have instituted 
a campaign to find investments for the sum. 

en 
Banks on the Pacific Coast are welcoming 
the new business of automobile financing 
as an outlet for their surplus funds, but the 
financing companies are viewing the situa- 
tion with alarm. Motor sales on the Coast 
have been soaring so far this year that they 
are now at pre-depression levels, and will 
probably exceed them. 

—@— 
Cattle loans are being undertaken by the 
Toledo Trust Company of Toledo, Ohio, by 
co-operation with country banks in the 
northwestern part of the state. The Toledo 
Trust will discount the notes for its corre- 
spondent banks, or make the loans directly 
to the farmers, as the demand for this type 
of loan has been greater in the rural dis- 
tricts than country banks could supply. The 
bank has engaged Henry G. Pohlman as 
special representative, and he will make di- 
rect contact with country banks, cattle- 
raisers, and- farmers. 


~-e 


Applications for first mortgage loans have 
increased more than two hundred per cent. 
since the Bowery Savings Bank of New 
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York launched an intensive campaign for 
such loans. Giving specific facts as to how 
their borrowers are using the money is the 
method used in the advertising of the bank. 
=@— 
The Marquette National Bank of Minneapo- 
lis is carrying out a program of making 
unsecured loans to wage-earners and sala- 
ried profession people without endorsers 
and co-makers. Many banking eyes are 
watching this unusual step. The bank has 
published standards of eligibility as a 
measure by which the amount of such loans 
is to be determined, and expects that the 
individuals seeking the loans will first de- 
termine for themselves what amount they 
are eligible for. Ralph W. Manuel, presi- 
dent of the bank, says that this determina- 
tion of amount has always been the cause 
of much friction between the customer and 
the banker. 
—@— 

Modernization loans totaling in excess of 
$600,000 have been made to more than 1200 
home-owners residing in Los Angeles and 
surrounding communities by California Bank 
since the inauguration of the government’s 
better housing program, and applications 
for the long-term credit are being received 
in increasing numbers, according to a re- 
port by T. E. Ivey; vice-president of the 
bank. A review of the loans reveals that 
since the first of this year, the average loan 
has increased in amount from $350 to $500 
and. the average term from’ twenty-six 
months to thirty months. The loans are 
being. repaid promptly and the number ac- 
tually delinquent is so small as to be neg- 


ligible. 

—e— 
Terms for making mortgage loans to part- 
time farmers and owners of small suburban 
farms have been announced by W. I. Myers, 
governor of the FCA. Authority to value 
such properties at an amount representing 
a “prudent investment” was provided in an 
act of Congress approved May 28, 1935. 
Under the new act the Land Bank Commis- 
sioner is authorized to offer more adequate 
financing assistance to farms that have 
stable sales and rental values in excess of 
their agricultural values. 


Anniversaries 


The Commercial National Bank & Trust Co., 
of Laurel, Miss., is celebrating its thirtieth 


anniversary. The bank opened with only 

two employes thirty years ago, and has 

grown to a $3,500,000 assets institution. 
es 

The Paris office of the Guaranty Trust 

Company of New York, although it did not 

celebrate any anniversary of its own, did 
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participate in an interesting celebration, re- 
cently, in Paris. The building in which its 
offices are located at 4 Place de la Con- 
corde is the Hotel de Coislin, a stately 
eighteenth century edifice in which the 
famous Treaty of Alliance between France 
and the United States was signed in 1778, 
At the time of the signing, it was used as 
residence and office by Silas Deane, who 
with Benjamin Franklin and Arthur Lee 
comprised the first delegation to represent 
the United States in Europe after the sign- 
ing of the Declaration of Independence. 
A memorial tablet was unveiled at the his- 
toric building at ceremonies participated in 
by French and American notables. 
<= 
The sixty-sixth anniversary of the Savan- 
nah Bank & Trust Co., of Savannah, 
Georgia, is being celebrated this month. 
This bank is the oldest trust company in 
that state. 
ES Se 


The Hamilton National Bank of Chatta- 
nooga, Tennessee, will celebrate its thir- 
tieth anniversary next October. The presi- 
dent, T. R. Preston, organized the bank, 
and has been its only president. 

—@-- 
Sixty-three years of service to Watertown, 
Massachusetts, is the record of the Union 
Market National Bank. 

oe 
One hundred years old—and dividends with- 
out a break for that entire period—are the 
reasons for the pride of the Phenix Na- 
tional Bank, of Providence, R. I. The divi- 
dend rates have risen during that time from 
six to twelve per cent., with occasional ex- 
tra dividends. 

aa, 


The Perth Amboy Savings Institution, 
Perth Amboy, N. J., is celebrating its sixty- 
sixth anniversary this year. 
—@— 

Newell M. Townsend, assistant cashier of 
the First National Bank at Carbondale, 
Pa., observed his twenty-fifth year as an 
employee of the bank on July 10. 


Branches and Mergers 


The Bank of America, San Francisco, has 
purchased the Russ-Williams Banking Co. 
of Ferndale, and the Fortuna State Bank 
as branches. 

—@)— 
The Irving Trust Company of New York 
has discontinued business at its 66 Court 
street, Brooklyn, branch on July 29. Wher- 
ever possible the business handled at that 
branch will be taken care of at the Wool- 
worth building branch. 
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The Old Kent Bank of Grand Rapids, 
Michigan, has taken over the Wyoming 
Park State Bank, and will operate it as a 
branch. 

—@ 
Reconstruction of the Delancey and Orchard 
street branch of the Public National Bank 
& Trust Co. of New York, which has been 
carried on without interruption of business, 
has been completed. This building was the 
original head office of the bank in 1908. 

—~o— 
The Essex County Trust Company of East 
Orange, New Jersey, is to be merged with 
the Fidelity Union Trust Company of New- 
ark, if approved by the Federal Reserve 
System. The East Orange bank and its 
branch will be operated as branches of the 
Newark bank, giving a total of ten branches 
to the Fidelity Union. 

—©-- 


The Mercantile-Commerce National Bank of 
St. Louis, affiliate of the Mercantile-Com- 
merce Bank & Trust Co., has moved into 
larger quarters. Serving an important mid- 
town district of St. Louis, the continuous 
growth of the bank’s business since its or- 
ganization in 1930 made the move necessary. 


Building Improvements 


Additional space has been added to the 
present home of the Guaranty Bank & Trust 
Co. of Greenville, N. C. 
-©- 

A tribute, endorsed by signatures of hun- 
dreds of business men, friends and custom- 
ers of the Indiana National Bank of Indian- 
apolis, appeared in serial advertising of 
that bank on the opening of a new three- 
story addition to the bank’s building. After 
praising the management of the bank as 
represented by its president, Arthur V. 
Brown, and two former presidents, the trib- 
ute further states: that the institution “has 
steadily improved its service to the business 
and commerce of a growing state.” 


—@ — 
A “Curtis Handbook on Indirect Lighting 
Luminaires,” recently published, introduces 
modern, distinctively styled Luminaires 
which provide uniform, indirect lighting for 
bank interiors. New ideas, new materials, 
new designs. Special attention is accorded 
indirect illumination for small and large 
offices, and interiors, such as banking rooms, 
wherein close, detailed work is performed. 
“Better Lighting Means Better Business” 
and with quality and quantity of lighting 
correctly planned with these Luminaires 
employer and employe are working under 
the healthiest conditions. Descriptions of 
Luminaires are accompanied by large photo- 
graphs of the fixture itself as well as an 
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actual installation. Features we may briefly 
mention are the unusual “Edge-Ray” Lumi- 
naires of “LunaX” Aluminum, soft, color 
lighting for lowered fixture bowls, attrac- 
tive wall brackets in aluminum and bronze 
(these are for supplementary lighting in 
banking rooms), recessed lighting and ample 
information on other Curtis equipment. The 
handbook is conveniently indexed. 

anf 
Armored steel cash drawers in tellers’ cages, 
equipped with separate time locks, that 
may be closed at a minute’s notice by press- 
ing any one of a score of alarm buttons 
placed at points throughout the building, 
have been installed by the New Britain 
Trust Company, New Britain, Conn. This 
system is accessible to the bank employes, 
but is considered practically invulnerable 
to bandit raids. 

a 
Air-conditioning in banks has been found 
to pay, and many bankers throughout the 
country have realized a profit value from 
it. Several New York banks are completely 
air-conditioned, among those being the Com- 
mercial National Bank & Trust Co., the 
Dollar Savings Bank, East River Savings 
Bank, Bank of the Manhattan Co., Dime 
Savings Bank, Union Dime Savings Bank. 
Others are conditioned in part in executive 
offices mainly. 

a ee 
The McDowell National Bank of Sharon, 
?a., has moved into a completely new and 
modern banking structure. 


Advancements 


William James Kissell has been elected an 
assistant treasurer of the New York Trust 
Company. 

a 
L. B. Gunn has been advanced to the posi- 
tion of trust officer of the State Planters 
Bank & Trust Co. of Richmond, Va. A. R. 
Coleman has succeeded to the position of 
assistant trust officer. 

=e 
George H. Hale, who has been vice-president 
and eashier of the City National Bank of 
Binghamton, N. Y., has been elected presi- 
dent to fill the vacancy caused by the death 
of the former president, Walter H. Morse. 

aii 
Charles Teschner, formerly vice-president, 
has been elected president of the Union 
Trust Co., at Jamestown, N. Y. 

tee 
The Marine Midland Trust Company of 
New York has made the following advance- 
ments: F. S. Hershey, to vice-president; 
Clarence M. Brobst, to assistant vice-presi- 
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dent; Carlton P. Cooke, to vice-president ; 

Albert B. Sanderson, to vice-president. 
iain 

Robert W. Sparks, assistant vice-president 

of the Bowery Savings Bank, New York, 

has béen advanced to a vice-presidency. 


Changes 


The former president of the Bank for In- 
ternational Settlements, Leon Fraser, has 
been made vice-president of the First Na- 
tional Bank of New York. 
ye 
I. H. Jones, for the past eight years an 
examiner of the Ohio State Banking De- 
partment, has been appointed credit man- 
ager of the Winters National Bank and 
Trust Co., Dayton. 
The new president of the Evanston Trust 
& Savings Bank, Evanston, IIl., is Arthur 
H. Meyer. The former president, Christian 
J. Golee, is now chairman of the board and 
of the executive committee. 
ee 

Walter H. Johnson, Jr., vice-president of 
the Marine Trust Co. at Buffalo, has been 
elected a vice-president of the Marine Mid- 
land Trust Co. of New York. Mr. Johnson 
has been active in the development of the 
Marine Midland group of banks throughout 
New York State. 


Convention Elections 


The Reserve City Bankers Association 
elected Charles E. Spencer, Jr., vice-presi- 
dent of the First National Bank of Boston, 
as their new president. 

a 
Guy Cook, cashier of the Foster County 
State Bank of Carrington, has been elected 
president of the North Dakota Bankers 
Association. 

et 
The new president of the Michigan Bank- 
ers Association is E. L. Pearce, executive 
vice-president of the Union National Bank 
of Marquette. 

=o 
James J. Brooks, assistant vice-president of 
the Wisconsin National Bank of Milwau- 
kee, was named president of the Wisconsin 
Bankers Association. 

=o 
A. L. M. Wiggins, president of the Bank 
of Hartsville, South Carolina, has been 
elected to the executive council of the 
A. B. A. Vance J. Alexander, president 
Union Planters National Bank & Trust Co. 
of Memphis, Tenn., has been appointed to 
membership of the executive committee and 
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as chairman of the committee on personal 
loans, to sueceed Bradley Currey, resigned. 

—@— 
The Investment Bankers Association of 
America at their recent convention elected 
Orrin G. Wood, of Estabrook & Co., Bos- 
ton, Mass., as their new president. 

egies 
The new president of the District of Co- 
lumbia Bankers Association is Charles H. 
Doing, vice-president of the Washington 
Loan & Trust Co. 
P. I. Milliken, vice-president and cashier of 
the Canal National Bank, Portland, is the 
new president of the Maine Bankers As- 
sociation. 

a— 

The Utah Bankers Association elected 
A. W. McKinnon, first vice-president of 
the Carbon Emery Bank of Price, as their 
president. 

ge 
James W. Knox, president of the First Na- 
tional Bank at Hartford, Conn., has been 
elected president of the Connecticut Bank- 
ers Association. 

—— 
The newly elected president of the West 
Virginia Bankers Association is John L. 
Fish, president of the First-Tyler Bank & 
Trust Co. of Sisterville, W. Va. 

—o— 
B. ‘E. Harder, president of the First Na- 
tional Bank at Medford, is the new presi- 
dent of the Oregon Bankers Association. 


Directorates 


Emil A. Olson has been elected a director 
of the California Bank of Los Angeles. 
Mr. Olson is seeretary of the La Brea Se- 
eurities Company, and executive vice-presi- 
dent of, and counsel for, the Santa Maria 
Valley Railroad Company. 
a. 

Frank C. Schwalbe, vice-president of the 
Florida National Bank at Jacksonville, Fla., 
and William H. Goodman, vice-president and 
trust officer, have been elected to the board 
of directors of the institution. 


Recovery Write-ups 


“National income this spring was larger 
than it was the last three springs,” accord- 
ing to the Federal Reserve Bulletin. The 
Reserve Board says: “Increased income in 
industrial communities has reflected chiefly 
increased activity, while growth in -agri- 
cultural income has been the result of 
higher prices and benefit payments. Gov- 
ernment expenditures for relief and for 
publie works have continued to be a factor 
in sustaining spending power.” 
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Showing a rise in their average annual earn- 
ings rate from $1743 in 1933 to $2055 in 
1935, a detailed questionnaire survey of a 
representative group of 10,000 insured 
families reveals a marked improvement in 
their financial status in the past two years, 
according to the summarized report of an 
investigation by the Northwestern National 
Life Insurance Co. of Minneapolis. 

Fifty-one per cent. of the reporting fami- 
lies have had increases in income since the 
spring of ’33; 22.8 per cent. have suffered 
decreased incomes, while 26.2 per cent. re- 
port no change in their earnings. Farmers 
were the most numerous of any occupation 
among those reporting increased incomes, 
undoubtedly due in considerable measure to 
benefit payments by the Government, but 
salesmen were a close second, reflecting the 
general business improvement. Among 
those showing decreased earnings, teachers 
were the most numerous, 

@O— 

Building construction has continued as the 
bright spot in the business activities of the 
far west as reported by the Bank of 


America Business Review. 

@— 
Having spent several years in the Orient, 
C. A. Barker, vice-president of the foreign 


department of the California Bank, Los 
Angeles, is familiar with trade conditions 
in that part of the world. He believes, as 
markets are developed in the Far East, Los 
Angeles harbor will increase in economic 
importance and that it is reasonable to as- 
sume that in the not far distant future the 
greatest shipping center in the world will 
be located on the Pacific Coast. The di- 
versity of goods now exported from the 
port of Los Angeles makes interesting read- 
ing. 

Japan is our best customer for secrap- 
iron, China offers a good market for old 
coupling hose discarded as_ unserviceable 
by American railroads, Spain buys our worn 
out tires, and Germany likes California 
honey. The discarded coupling hose is used 
by Chinese farmers for diverting small irri- 
gation streams from one ditch to another. 
Worn automobile tires are shipped to Spain 
and then are fabricated into tough, long- 
wearing sandals. California citrus fruits 
and local petroleum products are shipped to 
practically every country in the world. 
Beeswax is exported to Australia. Rose- 
quartz mined in California is sent to China 
where skilled artisans painstakingly carve 
the mineral into precious ornaments for re- 
shipment to Los Angeles. Among imports 
recently handled by California Bank’s for- 
eign department were Chinese rugs from 
Tientsin, diamonds from Antwerp, tallow 
from Australia, badminton racquet frames 
and burlap from India, china clay and glass 
sand from Belgium. 
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The volume of their business for June was 
the largest for any June since 1931, reports 
the Morris Plan Bank of New York. Arthur 
J. Morris, president, considers this a defi- 
nite indication of improved conditions. De- 
posits amounted to over $20,000,000, the 
high point for the year, and loans num- 
bered 10,000 for the month, an increase of 
almost 17 per cent. 

—iin 
The large volume of business being handled 
by the Federal Housing Administration is 
shown by the weekly figures of mortgages 
submitted with fees paid for inspection and 
appraisal, 33 per cent. of which are for new 
construction. The week of April 1 figures 
were $2,483,000, and this amount steadily 
increased until the week of May 20, when 
a peak of $8,139,800 was reached. The 
last week for which figures had come in, 
that of June 10, still held a high of $7,- 
391,400. Revised regulations have gone into 
effect, which are expected to give an added 
acceleration. 

= 
The Ohio State Banking Department 
lifted the last of the 142 state bank 
servatorships established after the 
bank holiday. Most of these banks were 
reorganized, and are doing a normal busi- 
ness. Those reorganized had resources of 
$105,120,692, and all have qualified for de- 
posit insurance. 


has 
con- 


1933 


oo 
“More money is being circulated among 
more people. That money comes from 
wages paid, for you can be sure that the 
hundreds of thousands of people on relief 
are not saving,’ said Henry R. Kinsey, 
president of the Savings Banks Association 
of New York, commenting on the large rise 
in savings banks deposits in New York City. 
For months most of the savings banks have 
had restrictions in foree limiting the 
amount of money acceptable for deposit. 
Increases have been made despite these re- 
strictions from the deposit of a large num- 
ber of small sums. 

i 
Business increases of from 51 per cent. to 
220 per cent. over last year in the seven 
Production Credit Associations in the Ma- 
con district, Georgia, have been reported. 
General collections for the past year have 
been 99.7 per cent. better. 

i 
C. F. Childs & Co., in their market letter, 
say that despite our deficits of today the 
credit of the United States is still entitled 
to 100 per cent. rating. 

BE “tl 
Check transactions through banks of nine 
principal business centers of Iowa passed 
the billion-dollar mark during the first half 
of 1935, and registered a gain of 27.2 per 
cent. over those of the first half of 1934. 
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Statements 


The statement of The Chase National Bank 
for June 29, 1935, showed deposits on that 
date of $1,735,106,000 and certified and 
cashier’s checks, $25,023,000, the sum of 
which $1,760,129,000 compares with $1,- 
706,154,000 on Mareh 4, 1935, and $1,533,- 
446,000 on June 30, 1934. Total resources 
amounted to $2,027,704,000. This is an in- 
crease over previous statements. The ecapi- 
tal of the bank consists of $50,000,000 pre- 
ferred stock, and $100,270,000 common 
stock, and $50,000,000 surplus. Undivided 
profits were $20,851,000, also a considerable 
increase over previous statements. 
ee ae 

Bank of America N. T. & S. A. San Fran- 
cisco, statement for June 29, 1935, shows 
total deposits of $993,651,000 and _ total 
resources of $1,113,896,000. Bank of 
America (California) the associated state 
bank, is not included in the published state- 
ment as heretofore. Over the period of the 
past 12 months the national bank has in- 
ereased $130,947,000 in deposits. During 
the same period it has voluntarily returned 
$15,000,000 in postal savings deposits, and 
has retired $45,500,000 in outstanding eir- 
culation. Surplus has been increased $2,- 
500,000 by a transfer from undivided 
profits. During the first six months of this 
year the bank earned $8,033,717. Of this 
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amount $2,500,000 was paid in dividends 
on capital stock, $3,406,291 was added to 
reserves and $2,127,426 to undivided profits. 
Bank of America (California), the associ- 
ated state bank, as of June 29, had total 
deposits of $20,302,000 and total resources 
of $23,216,000. 
=o 


Deposits in the Chicago banks now total 
$2,626,000,000, the highest since December, 
1930, according to the latest bank eall. 
They are nearly double the low of March, 
1933. Bank credit still declines, loans and 
discounts now being at the lowest figure 
ever recorded since the Chicago clearing 
house association began to compile records 
fifteen years ago. Five of the six leading 
banks in Chicago reported all-time highs 
for their deposit figures. 
-e)- 

The June 29, 1935, statement of the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities of Philadelphia 
showed deposits of $201,229,982. The ecapi- 
tal of the bank is $8,400,000, with a surplus 
of $12,000,000. Trust funds of the bank 
were $892,656,071 personal, and $1,816,- 
326,723 corporate. 


—@— 


The San Francisco Bank, San Francisco, is 
voluntarily liquidating its commercial de- 
partment, but will continue its savings and 
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trust business as usual. The commercial 
department of this bank has never been so 
large, the bulk of its $154,803,475 deposits 
being savings. 

_—4@ 
A gain of $1,725,723 in loans and discounts 
by the six national banks in Oklahoma City. 
the first time the item has shown an in- 
crease since the banking holiday of March, 
1933, was revealed in response to the na- 
tional bank call of June 29. 

no 
The United States Trust Company of New 
York, which is capitalized at $2,000,000, 
has a surplus fund of $24,000,000, and 
showed undivided profits at July 1 of $3,- 
814,390. 

= 
The statement for July 1, 1935, of the 
Williamsburgh Savings Bank of Brooklyn, 
N. Y., which is arranged in an interesting 
form in its advertisement on another page 
of this magazine, shows deposits of $229,- 
000,975, and a surplus of $37,600,864. 

—@o— 
Fidelity-Philadelphia Trust Company, Phila- 
delphia, statement for June 29, 1935, shows 
deposits of $97,082,322. The bank is capi- 
talized at $6,700,000, with a surplus of 
$15,000,000, undivided profits of $1,126,- 
039, reserve for contingencies of $1,082,119. 
This bank earries $1,006,003,026 of indi- 
vidual trusts, and $825,527,020 of corporate 
trusts. 


—@—- 


Total resources of $325,060,067 at June 29, 
1935, are shown by the statement of the 
Cleveland Trust Company, with the deposit 
figure at $290,517,846. Loans and discounts 
were $167,539,291, and surplus and undi- 
vided profits, $2,978,380. 


Capital Structure 


The Live Stock National Bank of Chicago 
is transferring $250,000 of earnings to their 
surplus account, this being the second trans- 


fer this year. The bank’s surplus is now 
$750,000, and capital, $1,000,000. David 
Reimers the president, said that the bank 
wishes to build its surplus to large pro- 
portions as an added safeguard to deposi- 
tors, instead of paying out earnings as 
dividends. 

-@)— 
An increase of its capital from $300,000 to 
$400,000 is being made by the Stock Yards 
National Bank of Kansas City, Mo., by the 
distribution of earnings. 

—@©— 
The Halstead Exchange National Bank of 
Chicago has increased its surplus $30,000, 
C. F. Kuehnle, Jr., president, announced. 
Deposits have increased more than 1400 per 
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cent. during the last two and-a-half years. 
Directors were reported to favor increasing 
eapital accounts rather than distributing 
earnings as dividends. 


Dividends 


The Transamerica Corporation increased 
annual dividend payments by the declara- 
tion of a regular dividend for the semi- 
annual period ended June 30, at the annual 
rate of 30 cents a share. The new rate 
calls for an annual dividend disbursement 
of $7,080,000. <A total of $5,902,000 was 
paid in 1934. In announcing the change 
in the dividend policy of the corporation 
the president, John M. Grant, said: “In 
view of the improvement in the company’s 
earnings and the encouraging outlook for 
continued betterment in general business 
conditions, the board felt justified in plae- 
ing dividend disbursements on the regular 
annual basis of 30 cents a share. 

—@©— 
The Third National Bank of Nashville, 
Tennessee, declared a regular dividend of 
$1.50 per share on July 1. An extra divi- 
dend of $1.00 per share was also paid on 
July 18, the eighth anniversary of the bank. 
The regular quarterly dividend of $1.25 
per share was paid by the New York Trust 
Company on June 29. 

— 
A dividend of 1? per cent. is payable on 
August 1 on preferred capital stock of the 
Princeton Bank & Trust Co. of Princeton, 
N. J. A dividend of $2 per share on com- 
mon stock has also been declared payable 
to stockholders who have exchanged their 
$100 par stock for the new $50 par stock. 
The Empire Trust Company of New York 
City has declared a regular quarterly divi- 
dend of 25 cents per share. 

<i 
The regular quarterly dividend of 60 cents 
per share has been declared by the Lawyers 
County Trust Company of New York. 

ih 
The Chase National Bank of New York de- 
clared its regular semi-annual dividend of 
70 cents per share payable August 1. 

i 
The regular quarterly dividend of 75 cents 
a share, payable August 1, has been de- 
clared by the Corn Exchange Bank Trust 
Company, New York. 
The State-Planters Bank & Trust Company 
of Richmond, Virginia, have declared a 
semi-annual dividend of 40 cents per share 
on the common stock, payable August 1. 
The total disbursement is $40,000. 
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A quarterly dividend of $1.50 per share, at 
the rate of 6 per cent. per annum, was de- 
clared payable August 1 by the Tradesmens 
National Bank & Trust Company of Phila- 
delphia, 


First dividends since the bank’s organiza- 
tion in 1928 have been declared by the 
American National Bank & Trust Co. of 
Chicago. The surplus account has been in- 
creased $250,000 during the past six months. 


Interest Rates 
The Bank of Manhattan Company of New 


York notified depositors in July that its 
special interest department at the head of- 
fice on Wall Street would be discontinued 
on July 31. This department will be con- 
tinued, however, at the bank’s sixty-seven 
branches. For the convenience of the head 
office customers, arrangements had been 
made to transfer those accounts to the Sea- 
men’s Bank for Savings, also on Wall Street. 
—@O— 
Banks are penalizing themselves by carry- 
ing small deposits to which the depositor 
does not add, Joseph M. Dodge, president 


of the Detroit Savings Bank, told the 
Michigan bankers in convention. He said 
that in metropolitan areas about 25 per 
cent. of the bank deposits are less than 
$5, and approximately 50 per cent. are 
less than $50. 

“This leads to the question,” he said, “if 
along with lower interest rates there should 
not be a limitation in the form of a mini- 
mum savings account. The bank also 
should be able to ask the depositor how 
much he is striving to save, and to tell him 
what that will require in weekly, bi-weekly 
or monthly deposits. His interest rate 
should be in proportion to his regularity 
of deposits, with heavy penalties for with- 


drawal.” 


“Explaining the new interest rates on time 
deposits” is the task of a four-page folder 
distributed by the Florida National Bank 
of Miami. In a simple and elementary ex- 
planation the bank reminds its customers 
that interest paid them comes from earn- 
ing on their deposits which the bank gets 
from investing safely, their money. “Under 
the present economic conditions, however, 
opportunities for making safe and _ profit- 
able loans are limited,” the bank states. 
“Investments which measure up to the rigid 
standard of safety now required of all 
banks offer today the lowest interest vield 
in years. For example, United States Gov- 
ernment notes and bonds, held largely by 
banks because of their unquestioned safety, 
are at present selling on a basis to yield as 
low as one-tenth of 1 per cent. per annum 
in interest to the bank.” 


—@— 


Four of the leading St. Louis banks cut 
their interest rate on time deposits to 14 
per cent., effective August 1. This is said 
to be the lowest rate in the history of the 
city. The banks are: Boatmen’s National 
Bank, First National Bank, Mercantile- 
Commerce Bank & Trust Co., Mercantile- 
Commerce National Bank, Mississippi Val- 


ley Trust Co. 
—O— 
Three local banks of Augusta, Georgia, 
have reduced their interest rate to 2 per 
cent.: Citizens & Southern National Bank, 
Georgia Railroad Bank & Trust Co., and 
National Exchange Bank. 


- 


Cuts in interest rates have gone into ef- 
fect in four large New Jersey banks. The 
First National Bank of Jersey City reduced 
to 2 per cent. regardless of amount on de- 
posit. The Commercial Trust Company of 
New Jersey, Hudson Trust Company of 
Hoboken, and Bayonne Trust Company have 
reduced by a graduated scale. 
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The Bridgeport-City Trust Company and 
the First National Bank & Trust Company, 
both of Bridgeport, Conn., have reduced 
their interest rate on savings above $5000 
to 2 per cent. 

= 
Banks’ generally throughout Mississippi 
voluntarily reduced their interest rates on 
savings deposits to 2 per ecent., effective 
July 1. 

aie 
The Knoxville, Tenn., Clearing House As- 
sociation announced a reduction of interest 
on time deposits to 2 per cent. 
Five of the clearing house banks of Cleve- 
land, Ohio, have decided to maintain the 
rate of 2 per cent. on accounts to $5000, 
reducing to 14 and 1 per cent. on larger 
balances. The National City Bank of that 
city is reducing mortgage interest rates 
from 54 to 5 per cent. 

—~@— 
Banking institutions of Burlington, N. C., 
offering from 24 per cent. to 3 per cent. on 
savings accounts, with such deposits guar- 
anteed up to $5000, now are gaining in 
favor over the Postal Savings plan. The 
trend back to the banks, it is said, is the 
result of the larger interest return offered 
by the banking institutions. The Postal 
Savings pays but 2 per cent. interest. 


Deaths 


John J. Kelly, assistant secretary Guaranty 
Trust Company of New York, at 37. 
Henry Pointer, vice-president Nashville 
Trust Co., Nashville, Tenn., at 42. 

Orville B. Gorin, president Milliken Na- 
tional Bank of Decatur, Il. 

John Lawrence Myers, vice-president and 
director General Motors Acceptance Corp., 
at 61. 

Eugene Von Wening, assistant secretary 
Bowery branch of the Manufacturers Trust 
Co., of New York, at 42. 

James E. Matthews, chairman of 
First National Bank & Trust Co., 
hem, Pa., at 59. 

Francis J. Goldman, assistant vice-president 
Central Hanover Bank & Trust Co., New 
York City. 

Judge George W. Tiedman, chairman of the 
board Liberty National Bank & Trust Co., 
Savannah, Ga., at 73. 

James M. Turley, auditor Mississippi Val- 
ley Trust Co., St. Louis, Mo., at 60. 
Thernton Rollins, Baltimore, Maryland, 
banker at 94. Mr. Rollins had been presi- 
dent of three banks and a director of 14 


banks and trust companies during his life- 
time. 


board 
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resources of 
America’s 44 
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BANK.fAMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
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Edward Townsend formerly president and 
chairman of the Importers and Traders Na- 
tional Bank, New York City, at 87. 


—©O— 


BANKERS’ CONVENTIONS 


STATE 

Sept. 26-27—Savings Banks Association of 

the State of New York, Buffalo. 
GENERAL 

Sept. 9-11—Financial 
tion, Atlantic City. 

Oct. 3-4—Florida Bankers Association, Mi- 
ami, Florida. 

Oct. 7-9—Morris Plan Bankers Association, 
Cavalier Hotel, Virginia Beach, Va. 

Oct. 26-30—Investment Bankers Association, 
White Sulphur Springs, W. Va. 

Oct. 31-Nov. 1—Thirteenth Regional Trust 
Conference of Pacifie Coast and Rocky 
Mountain States, Los Angeles. 

Nov. 11-14—Ameriean Bankers Association, 
Roosevelt Hotel, New Orleans, La. 

Nov. 13-15—United States Building & Loan 
League, Cincinnati. 

Nov. 22-23—Mortgage Bankers Association 
of America, French Lick, Ind. 
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the worst and most dangerous bank- 

ing measure that has ever come be- 
fore Congress. It is a bill whose pur- 
pose it is, first of all, to compel state 
banks so far as possible to become mem- 
bers of the Federal Reserve System; to 
vest in the President of the United 
States despotic and uncontrolled power 
over the banking mechanism of the 
United States, to establish a dependent 
and incompetent board at Washington 
who shall be authorized to interfere in 
every detail with the doings of Reserve 
banks—and for that matter of their 
members as well—with the power to 
enforce their mandates upon the bank- 
ers of the country, practically under 
penalty of having to go out of business 
should such bankers fail or refuse to do 
as directed. I think the Eccles Bill 
gives to the Federal Reserve Board, 
which means to the Treasury and to the 
President, the power to compel the 
banks to absorb as much of the Gov 
ernment deficit as they may see fit. 
It authorizes the Board, which means 
the Governor of the Board, which 
means the President of the United 
States, to alter reserve requirements 
when, and as, it may be desired to do 
so, not only as to the percentages of 
reserve, but as to the composition of 
the reserve itself and as to the place 
where such reserve will be kept. It 
would thus make possible an order from 
the Board to the banks to carry 100 
per cent. of their demand deposits either 
in the form of balances with Reserve 
banks or of Government bonds in their 
own vaults, and some such order will 
be the almost inevitable result of the 
enactment of the measure. The bill 
looks directly to the complete change in 
the character of the assets of national 


I THINK the proposed Eccles Bill is 


Condensed from an address before the 
New York State Bankers Convention. 
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The Eccles Bill and After 


By H. PaRKER WILLIS 


and other banks and it wholly destroys 
the ideas upon which the, Reserve Sys- 
tem was first developed—that of inde- 
pendence and self-government on the 
part of a body of bankers, whose mem- 
bership was made to include all legiti- 
mate and honest groups of persons who 
might desire to enter the banking busi- 
ness. 

For these reasons, the proposed meas- 
ure must be regarded as a complete 
departure from our fundamental con- 
ceptions of banking, and an effort to 
introduce into the United States those 
proposals for despotic planning and di- 
rection of industry which have given 
to various foreign countries a com- 
pletely regimented life, directed and 
shaped according to the orders of some 
self-appointed group ‘or leader so long 
as such a group was able to maintain 
itself in the saddle. 

I think that to accept any such meas- 
ure, to allow it to go to the statute 
books, and to attempt to continue to 
do business under it, is practically sui- 
cide, in so far as our whole order of in- 
dependent banking and business itself is 
concerned. And yet, it is our duty to 
continue to “carry on” as long as that 
is humanly possible. We have then the 
problem, what is to become of the banks 
of this country during future years, 
and how will the Eccles Bill affect them, 
or, should some good Providence pre- 
vent the measure from adoption, what 
must they do to forestall any similar 
effort in another session of Congress? 
These are questions that I believe most 
urgent at this time. I take it for 
granted that the Eccles Bill is admitted 
to be the “worst ever,” beyond hope of 
satisfactory amendment or redemption, 
and hence, needing no further critical 
analysis for the moment. 

Imagine then that the proposed meas- 
ure has actually become the law of the 
land. The careful banker, sitting down 
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with his board of trustees or directors 
to take account of the situation he faces 
must, first of all, consider exactly how 
the measure affects him. Let us sup- 
pose that he is the head of a state bank 
or trust company, organized under the 
laws of his state, but not a member of 
the Federal Reserve System. Sucli a 
banker will find in Title I of the Eccles 
measure, machinery which is intended 
to drive him into the Federal Reserve 
System by depriving him of the right 
to insure his deposits in the Federal De- 
positors Insurance System. Such a 
banker, therefore, must first of all con- 
sider whether he ought to join the Fed- 
eral Reserve System. To this, I think, 


the answer should be an unqualified 
“No”! 


SHOULD BANKS RESIGN 
RESERVE? 


FROM FEDERAL 


This leaves open the other, and more 
serious questions, affecting those bankers 
who are already members of the Reserve 
system, or who being national bankers, 
are obliged to remain in the system 
under penalty of giving up their char- 
ters. How will the new Act affect 
them, and what should they do when 
faced with the choice of continuing 
under the terms of the new bill or of 
leaving the Federal Reserve System? 

First of all, let us bear in mind that 
there is no reason why a bank should 
not leave the Federal Reserve System 
when and if it chooses to do so. The 
regulations of the Federal Reserve 
Board carefully safeguard the right of 
the state bank member to surrender his 
membership and receive back his share 
of capital. These regulations cannot 
be withdrawn but they constitute a con- 
tract with the member banks which 
must be adhered to, even in these days 
of repudiation. The national bank is in 
a more difficult position, yet there 
is no reason why it should not sur- 
render its charter and take out a charter 
from ithe state government in whose 
jurisdiction it exists. Why should it 
not do so? Legally there is nothing 
to prevent it, and I believe there can- 


not be; and yet, it is a fact that a great 
many bankers are finding it very hard 
to get their own consent to make any 
such change. 


END THE FEDERAL RESERVE SYSTEM 


Now, from.all this, I draw the fol- 
lowing conclusion, which I lay before 
you jwith the utmost regret, and only 
after bitter reflection. This is, that the 
Federal Reserve System has lost its 
usefulness and should the proposed 
measure be adopted ought to be brought 
to an end. It is a terrible conclusion 
to have to reach, concerning a great 
institution that has rendered valuable 
service, that has in all some 12,000 em- 
ployes, that has a wonderfully equipped 
physical plant and is in every way pre- 
pared to render future service of an 
effective sort; and yet, all of these 
things are as nothing in comparison 
with that lone superlatively important 
element—the freedom to engage in and 
carry on banking under proper condi- 
tions without political interference. De- 
prive our ‘bankers of the general safe- 
guard of their independence and ail of 
the conveniences, advantages, and addi- 
tions to efficiency that can be devised 
or imagined will be as nothing in com- 
parison. The position which I now 
indicate to you is unhappily the same 
that has been reached at crucial periods 
of the past, when for much the same 
reasons that are now so influential, the 
American people has come to the con- 
clusion that a great banking institution 
had lost its usefulness. We look back 
now over the history of the First and 
Second Banks of the 'United States, and 
we review the struggle of Jackson with 
the latter institution with mingled feel- 
ings. Many of us, even at this date, 
100 years later, feel strong partisanship 
on one side or the other of the Second 
Bank controversy. We see the folly 
and the waste that were involved in 
disestablishing that great institution; 
we realize the financial suffering through 
which the country was immediately 
fated to pass as a result, and yet, in 
the last analysis and looking at the situa- 
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tion with the wisdom of hindsight, we 
cannot blame those who resolved upon 
the extinction of the Second Bank of 
the United States. It was then their 
claim that the bank itself had become 
too much a factor in politics, just as 
it is now our contention that the politi- 
cians have assumed too large a share 
in banking. In the large view of things 
it is of not much importance through 
which of these channels the final con- 
clusion is reached. The point is that it 
must be reached and that it is appar- 
ently unavoidable to sacrifice a great 
piece of work when and if the con- 
tinued existence of such an institution 
threatens to impair or destroy some- 
thing that is infinitely more precious. 

It would be of no use, however, to 
leave the subject with a mere suggestion 
that the time had come to abandon the 
Federal Reserve System. All financial 
effort, like every other kind of effort, 
of any value, is, continuous and evolu- 
tionary. You cannot and ought not 


to cut the Federal Reserve System off 


by any of the means that are sometimes 
proposed. What I recommend to bank- 
ers is that they should seriously consider 
giving up their membership in the Fed- 
eral Reserve System, and that they first 
of all should leave the system in num- 
bers sufficient to make it apparently 
plain that the time has come when they 
would rather surrender its advantages, 
whatever they may be, than submit to 
the political innovations which it is now 
proposed to force upon them. How 
far such retirement of members would 
have to go and exactly what the result 
would be is a more interesting and at 
the same time complex subject of spec- 
ulation. 


MUST NOT ACCEPT ECCLES BILL 


If I may summarize briefly the 
thoughts that I have put before you, 
they are these: 

We cannot accept the proposed 
Eccles Bill, because it reverses every 
known principle of sound and safe 
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banking and because it threatens a 
political domination of our bank re- 
sources which has already made large 
headway and resulted in dangerous in- 
novations that must not be allowed to 
continue and grow more pronounced. 
And yet, the fine brute power of 
politics may saddle upon the country 
this measure through act of Congress. 
So imminent is this situation that it is 
extremely urgent that bankers should 
make up their minds what they are to 
do in regard to it. They may either 
submit and see their business go from 
bad to worse, losing their own power 
to rule in their own house, while the 
welfare of the community is steadily 
invaded, or they may determine upon 
a positive course of correction. They 
need and must have a central banking 
organization; they can get it by re- 
modelling the Federal Reserve System 
or by leaving it and creating a new one. 
The first step in either direction is to 
leave the Reserve System. the moment 
that the Eccles Bill passes into law. By 
so doing, they will undoubtedly bring 
about a more reasonable attitude on 
the part of political leaders and insure 
the revocation of the Eccles Bill or its 
substantial modification. Should, how- 
ever, such result not be early attained, 
it would be entirely feasible for them, 
by any of the makeshift methods that I 
have indicated, to bridge over the period 
which may elapse between the old Fed- 
eral Reserve organization and the time 
when a newer and better system shall 
have been put in place of it. Should, 
on the other hand, the decisive verdict 
of the banking community against the 
Eccles measure serve to bring about the 
desired change, they should insist upon 
the abandonment of all traces of com- 
pulsion that have been manifested in 
the past and the substitution of a system 
of free membership and of public service 
management under ‘accepted central 
banking lines, for the old type organ- 
ization that has become so nearly 
stereotyped. 





How to Obtain Bank Costs 


Profit and Loss of Commercial Department 
Accounts by Classes 


By E. S. WooLLey 


President, E. S. Woolley Corporation, New York 


This is the ninth of a series of articles on bank accounting. The first article 
appeared in the December number—Epritor. 


PROFIT and loss statement of the commercial depart- 

A ment accounts of an average bank, divided by classes 

according to size of the accounts, is shown in Exhibit 

R. This statement does not show an extraordinary condi- 

tion, but just the opposite. It is a condition that existed 

in the commercial departments of the vast majority of banks 
throughout the country in 1934. 

However merely to know that this is generally true is 
not sufficient. Kach bank executive must know the exact 
conditions in his own bank before he can rectify them. Such 
a statement as this therefore must be prepared periodically 
in order to be assured that any charges installed are making 
all classes of accounts pay their own way. In the prepara- 
tion of this statement the first thing to do is to classify 
the accounts according to size. This information is most 
sasily procured from the last “run” of the individual ledgers. 
A. listing will be made on an adding machine tape of the 
individual balances in the different classes. As each class 
is completed a total will be taken. This total will then be 
the total ledger balances of that particular class and a count 
of the list would give the number of accounts in that class. 

Inasmuch as the minority of accounts are in the larger 
classes work can be saved by listing the larger brackets 
first. Then the ones under $50 will be the remainder. The 
amount of total ledger balances in this class will be known 
as it will merely be the sum of the other classes deducted 
from the control figure. The total number of accounts 
can be ascertained by counting the lists of the last run. 
This is much quicker than listing all the accounts under 
$50. Particularly if the method of counting suggested last 
month is used. 
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EXHIBIT R THE MIDDLEWEs? 
MIpptewssr 


Profit and Loss of Commercial Department Accounts 





























Under $50 to $100 to $150 to $200 to 
$50 $100 $150 $200 $250 
Number of accounts ...... 932 375 218 167 105 | 
J eae 10.73 16.39 9.53 7.30 4.59 | 
Ledger balances ......... $11,550.66 $27,538.00 $27,401.40 $29,296.91 $23,430.71 
POPCCRTBMOS  oecctec ec cscs 89 2.13 2.12 2.26 1.81 
Average balances ......... $12.39 $73.43 $125.69 $175.43 $223.14 
MMII Peat Sie kekk Ssiae tele 106,258 62,122 57,361 38,921 29,776 | 
PONCUTIGIES a5 6 oie ccc tees 14.06 8.22 7.59 5.15 3.94 
Earnings: | 
Interest income ........ $337.04 $806.62 $802.84 $855.86 $685.44 
Service charges ........ 2,675.80 
Total earnings ........ $3,012.84 $806.62 $802.84 $855.86 $685.44 
Expenses: 
Activity hth Geavare tae ido ieen $2,718.48 $1,589.33 $1,467.52 $995.75 $761.79 
Maintenance ............ 1,864.00 750.00 436.00 334.00 210.00 
0 Se oe eee eee ae spate Joss 
Total expenses ....... $4,582.48 $2,339.33 $1,903.52 $1,329.75 $971.79 
Income or loss ......... *$1,569.64 *$1,532.71 *$1,100.68 *$1473.89 *$286.35 
Other income: 
Puchange, €tC. ....5.... 
Net income | 
*Indicates loss. | 


The information from those lists can be copied onto a 
form such as that shown on Exhibit S. This makes for 
ease and accuracy of working. After the ledger balances of 
each class have been ascertained then the percentages which 
these class balances bear to the total commercial depart- 
ment’s deposits will be computed. The total interest in- 
come for the department as shown by the funds invested 
in the earning assets will be then apportioned between the 
classes in those ratios. If it is practical to obtain the col- 
lected balances rather than ledger balances for this pur- 
pose it is much better. The difficulty is that this informa- 
tion is practically impossible to obtain at present in most 
banks. There has been too little attention paid to collected 
funds. Only the larger accounts which are known to be 
habitual drawers against uncollected funds being watched 
as a rule. 

Sooner or later banks are going to realize this and are 
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NATIONAL BANK 
U, S. A. 


‘| by Classes for the Year Ended December 31, 1933 























$250 to $300 to $500 to $1,000 to $5,000 to Over 
$300 $500 $1,000 $5,000 $10,000 $10,000 Totals 
60 162 123 123 8 15 2,288 
2.63 7.08 5.37 5.37 35 66 100.00 
| 916,125.25 $62,049.96 $84,941.50 $263,458.74 $57,039.63 $691,088.05 — $1,293,920.81 
1.25 4.80 6.56 20.36 1.41 53.41 100.00 
| $268.75 $383.02 $690.58 $2,141.94 $7,129.80 $46,072.53 $565.52 
19,347 70,284 52,373 177,373 58,041 83,888 755,744 
2.56 9.30 6.93 23.47 7.68 11.10 100.00 
$473.37 $1,817.75 $2,484.25 $7,710.26 $1,670.05 $20,226.19 $37,869.67 
2,675.80 
$473.37 $1,817.75 $2,484.25 $7,710.26 $1,670.05 $20,226.19 $40,545.47 
| t 7 
| $494.97 $1,798.14 $1,339.92 $4,537.90 $1484.92 $2,146.17 $19,334.89 
| 120.00 324.00 246.00 246.00 16.00 30.00 4,576.00 
| i eo Me pe mE 4,028.35 4,028.35 
$614.97 $2,122.14 $1,585.92 $4,783.90 $1,500.92 $6,204.52 $27,939.24 
*$141.60 *$304.39 $898.33 $2,926.36 $169.13 $14,021.67 $12,606.23 
848.76 
| $13,454.99 


going to carry two general ledger controls, namely “Avail- 
able Deposits” and “Deposits in Transit.” Each individual 
account will likewise show on the individual ledger sheet 
and statement the “Ledger Balance,’ the “Uncollected 
Funds” and the “Collected Balance.” 

A bookkeeping machine is even now available which 
| sets this information up completely on each individual ac- 
count. As soon as banks realize that they have no mys- 
tertous way of grinding out a profit from a little piece of 
paper they will want to see the collected balances daily on 
ach account. If any bank has this information then the 
“Collected Balances” should be substituted for “Ledger 
Balances” in the preparation of this commercial department 
profit and loss statement. 

Any service charges collected would of course be credited 
to class of accounts to which they apply. The particular 
bank whose figures are used in Exhibit R had a charge at 
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that time of 50c under $50 therefore it all applied to the 
“Under $50” class. If the charge were $1 under $100 then 
the total collected should be apportioned between the two 
classes in the ratio of the number of accounts in each class. 
After the income has been divided then the expenses must 
also be divided between the classes before the statement 
“an be prepared. The activity costs naturally should be 
divided between the accounts in the ratio of their activity. 
A form for accumulating this information is shown herein 
as Exhibit T. It is better to obtain this information cur- 
rently. Some of these forms will be handed to each book- 
keeper who will enter the number of debits posted that day 
in the respective accounts. These will be entered in the 
column as shown by the balance for that particular day. 
If it is impractical for the individual bookkeeper to enter 
the number of deposited items, they can be instructed to 
designate the class the deposit belongs in on the deposit 
ticket. Using letters to designate the various classes will 
facilitate this marking. The deposit ticket can then be 
turned over to someone else to spread upon the sheets. 
However they must be marked by comparison with the 
ledger sheet or statement as it is only here that they can 
be placed into the class to which they ‘belong. Unless cur- 
rent days’ postings are used it becomes practically impos- 
sible to obtain the number of the deposited items. In this 
connection each deposit ticket is one item, and each item 
on the deposit ticket is one item. If this point is overlooked 
and only the bookkeeping entries taken into consideration 
then the more active classes of accounts are not charged 
with their proportionate amount of activity which means 
that they do not get their correct share of the expenses. 
This, however, is a much more important point in the 
larger banks than in the smaller ones. Merely using the 
debit and credit postings to the accounts will give a fairly 
accurate ratio in small banks where there are no large 
active accounts. The count of class activity should be at 
least for 3 or 4 days. Also one of the days must be 
pay days in the community, say the Ist or 2nd or 15th or 
16th of the month. If one of these days is not taken into 
consideration then the deposits of the smaller class would 
not appear. The debits and the credits must be for the 
same days. Also they will be entered into the class into 
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which the balance falls on the particular day being counted. 
For example the balance in a particular account under the 
first date was $258.60 with two debits and one single item 
deposit ticket. This would show “2” under “Dep. Items” 
and “2” under “Pd. Cks.” and entered in the class between 
$250 and $300. 

On the second day counted this same account was 
$186.40 with 6 debits and no deposits. On that day’s 
count it would show in the class between $150—$200 and 
6 would be entered in “Pd. Cks.” column of that class. 
Where no postings occur in an account on the date of 
count no entry will be made. Postings previous to, or 
subsequent to, the date of count will not be considered. 
This will work out correctly because while one account was 
coming down a class another account was going up a class. 
If the impossible attempt is made to remember into which 
class each account was entered on the previous day’s count, 
too many errors would be inevitable. After the counts for 
the days are completed the columns will be totaled. The 
debits and the credits of each class being added together so 
as to get the total activity for each class. The total activity 
of all classes as shown by the sheets will then be divided into 
the total activity of each class. This will give the percent- 
age of activity for each class. 

The activity costs of the commercial department for the 
year or period will then be divided between the classes in 
their respective percentages. This break-down profit and 
loss statement of the commercial department into classes is 
very valuable information when deciding on the so-called 
measured service charge for small accounts. 

When deciding upon any schedule of payment for serv- 
ices in the commercial department there are two factors 
which must be taken into consideration (1) Custody of 
funds and (2) Expenses (activity and maintenance). 
Using the figures shown on Exhibit R a table on the next 
page is presented to better illustrate this point. 

Adding the two percentages, namely percentages of 
ledger balances and percentages of expenses, together 
would of course total 200 per cent. Therefore, in order to 
arrive at the “combined” percentage column, these totals 
must be divided by. two. For example, take the class 
between $.01 and $50.00. They have .89 per cent. of the 
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TABLE “ 

Ledger Balances Expenses Combined 

Per Cent. Per Cent. Per Cent. 
50.00 Re 19.16 10.02 
50.00— 100.00 13 9.78 5.96 
100.00— 150.00 12 7.96 5.04 
150.00— 200.00 .26 5.56 3.91 
200.00— 250.00 81 4.06 2.94 
250.00— 300.00 25 2.57 1.91 
300.00— 500.00 4.80 8.88 6.84 
500.00— 1,000.00 5.56 6.64 6.60 
1,000.00— 5,000.00 20.36 20.00 20.18 
5,000.00— 10,000.00 4.41 6.29 5.35 
Over 10,000.00 53.41 9.10 31.25 


we Ak 2 


Totals : 100.00 100.00 100.00 


going to carry two general ledger controls, namely “Avail- 
of the expenses (activity and maintenance costs). These 
two percentages added together total 20.05 per cent. In 
order to use 100 per cent, as the basis, however, this figure 
must be divided by two. This would give 10.02 per cent. 
as the percentage of custody of funds and expenses apply- 
ing to this class of accounts. In the same way the “com- 
bined” percentages opposite each class on Table A show 
the percentages applying to that class. 

The next step is to decide on the total net income which 
the commercial department should produce. Still using the 
figures shown on Exhibit R the budget for the commercial 
department called for a desired profit of $26,000.00 during 
the year, then each class would be expected to produce that 
percentage of the $26,000.00 which is shown in the ‘“‘com- 
bined” percentage column of Table A. Transferring these 
percentages into money and comparing the desired results 
with the actual results as shown on Exhibit R reveals the 
excesses or deficiencies for each class as shown in Table B 
on page 186, 

This shows that only one class, namely that class of 
accounts with balances over $10,000.00 had any excess. 
This is because 53.41 per cent. of the money was in these 
15 accounts and their portion of expenses applying to these 
accounts was only 9.10 per cent. While this was more per 
account yet it was very much less in comparison to the 
aggregate balances carried. It will be noted that a basic 
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TABLE “TI 


Excess 
Desired Profit Actual Results *Deficiency 


50.00 $2,605.20 $1,569.64* $4,174.84* 
50.00— 100.00 1,549.60 1,532.71* 3,082.31* 
100.00— 150.00 1,310.40 1,100.68* 2,411.08* 
150.00— 200.00 1,016.60 473.89* 1,490.49* 
200.00— 250.00 764.40 286.35* 1,050.75* 
250.00— 300.00 496.60 141.60* 638.20* 
300.00— 500.00 1,778.40 304.39* 2,082.79* 
500.00— 1,000.00 1,716.00 898.33 817.67* 
1,000.00— 5,000.00 5,246.80: 2,926.36 2,320.44* 
5,000.00— 10,000.00 1,391.00 169.13 ,221.87* 
Over 10,000.00 8,125.00 14,021.67 5,896.67 


Totals ..... $26,000.00 $12,606.23 $13,393.77* 





charge of $.50 a month was in effect on accounts under 
$50.00 but, that in spite of this, that class of accounts 
sustained a loss of $1569.64. It is quite evident, therefore, 
that this $.50 charge is of itself too small to increase the 
income by $4174.84, the amount required for this class to 
produce its share of the desired net income. The only solu- 
tion, therefore, is to increase the charge sufficiently to 
warrant 19.16 per cent of the expenses. 

A further break-down of the activity revealed that the 
average number of items handled per account for all 
accounts in the bank both active and inactive was 15.62 
and the number of debits handled was 8.31. In this class 
of accounts with balances between $.01 and $50.00, however, 
the average number of total items handled per account both 
active and inactive was 5.43 and the average number of 
debits was 5.28. It was quite evident, therefore, that the 
debit activity for small accounts was preponderously in the 
majority. 

With all these facts before the directors it was decided 
that increasing the base charge to $1.00 on this class of 
accounts and limiting debit activity, with an extra charge 
for all debits over that prescribed limit, would produce the 
desired share of net income. While theoretically the $1.00 
base charge on 932 accounts would produce $11,184.00 per 
annum, in practice only above 70 per cent. of the amount or 
$7828.00 could really be expected as income from this 
source. Qne reason is that the increase of the charge could 
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be expected to reduce the number of accounts. In this case 
the loss of accounts could be estimated at not to exceed two 
hundred. The actual amount that will be collected from 
any charge naturally depends upon the number of “excep- 
tions.” Also on whether or not any charge is placed upon 
inactive accounts. In arriving at the so-called measured 
service charges all these points must be taken into considera- 
tion in order that the charge may be fair. The next class, 
namely between $50.00 and $100.00 sustained a loss of 
$1532.71. On the budget referred to it should produce an 
income of $1549.60. This is a deficiency of $3082.31. It 
is quite evident, therefore, that a base charge is needed i 

this class also. In the same way each of the other classes 
may be analyzed. It will be noted that these classes sus- 
tained a loss because the balances were not adequate to 
reimburse the bank for the expenses. The net earning rate 
for the year under analysis for this particular bank was 3.2 
per cent. on the collected balances. That is a 4 per cent. 
net earning rate less a 20 per cent. reserve. If 4 per cent. 
is earned on 80 per cent. then 3.2 is earned on 100 per cent. 
On this basis this class of accounts between $.01 and $50.00 
would have required collected balances of $224,615.00 to 
have earned their expenses of $4582.48 and a profit of 
$2605.20, making a total of $7187.68. Deducting 20 per 
cent. from this $224,615.00 leaves a balance of $179,692.00 
which at 4 per cent. per annum produces exactly the 
7187.68 required. 

This, of course, is a figure of no practical value and only 
serves to illustrate the absurdity of attempting to increase 
balances sufficiently to pay for services required in the small 
balance accounts. In setting up any desired budget for 
income, reliance can only be placed on the base monthly and 
excess debit charges which the accounts under $50 could 
be expected to produce. This matter of computing ade- 
quate balances is an important one. The method used, 
therefore, must be accurate and not merely a guess. 
Actually there is nothing complicated about it. It is just 
finding the principal which at a stated rate of interest will 
produce a given sum in a given period. Take as an ex- 
ample: An account has expenses of $6.92 a month. The 
net earning rate of the bank is 414 per cent. per annum and 
the reserve rate is 18 per cent. on the collected balances. 
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EXHIBIT S 


CLASSIFICATION OF COMMERCIAL DEPARTMENT ACCOUNTS 
AS AT ~ 193 





Number of 
Accounts Percentage Amount Percentage 


Under 50 932 40.73 $11,550.66 .89 
$ 50 100 375 16.39 27,538.00 13 
100 150 218 9.53 27,401.40 12 
150 200 167 .30 29,296.91 26 
200 250 105 59 23,430.71 81 
250 300 60 16,125.25 25 
300 500 162 62,049.96 .80 
500 1,000 123 84,941.50 3.56 
1,000 5,000 123 263,458.74 20.36 
5,000 10,000 8 .3! 57,039.63 4.41 
Over 10,000 15 .66 691,088.05 53.41 
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Totals 2288 100.00 $1,293,920.81 100.00 





It is desired to know how much principal is required in 
order to produce $6.92 in a month. That principal, how- 
ever, would be the earning balance of the account. On an 
18 per cent. reserve rate, the earning balance is only 82 per 
cent. of the collected balance. As the earning rate of 41% 
per cent. is earned on the earning balance, the collected 
balance earns 82 per cent. of 414 per cent., which is 3.69 per 
cent. per annum. One twelfth (1/12) of 3.69 per cent. is 
.3075 per cent. (.003075) or a little better than 3/10 of 
1 per cent. a month. Dividing the expenses, then, by .3075 
per cent. will give the collected balance necessary in order 
that an 18 per cent. reserve may be deducted from that 
collected balance and leave net loanable funds which at 414 
per cent. per annum will earn $6.92 in a month. To be 
specific: the expenses—$6.92 divided by .003075 gives 
$2250.40. This $2250.40, however, is the required collected 
balance. Presuming that the float on the account was $475, 
this float must be added to obtain the required ledger 
balance. Therefore the required balance without increasing 
the float or expenses would be $2725.40. The float must 
be added to the collected balance in order to ascertain the 
ledger balance as the customer wants to know the ledger 
balance which the account must carry without increasing 
float or activity. 
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Example and Proof.—To find “adequate balance” on a 
444 per cent. earning rate and an 18 per cent. reserve, 
divide expenses by .3075 per cent. (.003075) and add float: 


Example: 
Expenses .................... ‘e $6.92 
$6.92 diviaed by .003075, equals collected balance 2250.40 
Bloat, WAS.:...:....:. coe 475.00 
So required ledger balance is : 2725.40 
Proof: 
Required Ledger Balance.. 
Average Daily Float 


Collected Balance : $2250.40 
Reserve at 18 per cent. 405.07 


Net Loanable Funds...... jcstevée races eh OaO88 

One month’s Earnings at 4.5 per cent. per annum $6.9199875 
which is less than 1/100 of a cent “out” and therefore near 
enough for all practical purposes. 


A quick way to “point off” is that, at an earning rate of 


41% per cent. and a reserve rate of 18 per cent., the earnings 
are 334 cents per $100.00 per month on the collected 
balance and 871% cents per $100.00 per month on the net 
earning balance. The same method can be followed no 
matter what earning rate and reserve rate are used. A few 
sample earning and reserve rates are given below: 


SOME SAMPLE EARNING AND RESERVE RATES 


To Obtain Required Collected 
Balance Divide Monthly 
Expense by 


Earning Rate Reserve Rate 
Per Cent. Per Cent. 


w 


15 -002125 
18 -002050 
20 -002000 
15 -002479 
18 .002391 
20 .002333 
15 -002833 
18 .002733 

-002666 
15 .003187 
18 -003075 

-003000 
15 003541 
18 .003416 

.003333 


w 
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Are You Going to Get Your 
Share of Business in the Recovery? 


HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus- 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions. 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


THs is the only book ever published which 
takes up the whole sales problem of the trust 
eS department and discusses every phase and facet 
New Business for of this highly professional function. It attacks 
the Trust Department the questions in their large sense as well as 
minutely and individually. It takes its theme 
Adesimostr ation from conditions as they are today, and is thor- 

aE oughly up to the minute. 


Many Illustrations 
‘Vheodore Tefft Weldon 

The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 
to end with examples of successful practices and 
plans. It should be read repeatedly, referred tc, 
and become a text book for all trust officers and 
their assistants when considering the growth of 
their departments. It is invaluable to the 
seasoned solicitor, and a veritable gold mine of 
information to new salesmen. Advertising men 
will find it an inspiration in preparing copy. 
Directors and heads of banks will gain from it 
—DON KNOWLTON an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. Price $5. 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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“| have always thought 
that Ted Weldon certainly 
knew his stuff, and his 
book proves it. | am espe- 
cially intrigued by chapter 
two. This is the type of 
analysis | have never seen 
before.” 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Trust Funds 


RATHER startling was the recent de- 
cision of a judge of probate in the 
State of Illinois refusing to grant per- 
mission to invest estate funds in United 
States bonds. The decision was based 
on two grounds: the low interest re- 
turns and the mounting public debt 
with a probability that United States 
bonds would decline in value in conse- 
quence. It was recommended that, 
instead of investing in Government 
bonds, the funds be held until they 
could be safely invested, at a better 
rate, in mortgages. 

Although this is but an isolated case, 
it is not without considerable signifi- 
cance, especially that part of the de- 
cision which contemplates a considerable 
decline from present values of United 
States bonds. 


Government Finance 


WHILE only partial comfort can be 
extracted from the better showing in 
the Treasury situation, as revealed at 
the close of the fiscal year, it is never- 
theless a source of no small satisfaction 
to learn that the deficit is not only less 
than the President estimated in his 
budget message, but that it also falls 
below that of the preceding fiscal year. 
The President had expected the deficit 
would reach $4,869,000,000, but it 
was only some $3,500,000,000, and is 
around $400,000,000 below the deficit 
for 1934. This alone is an encourag- 
ing feature, since it is the first time 
since 1931 that the shortage showed a 
decrease. 

But the satisfaction felt from the 
above facts is considerably modified by 
the further fact that the better showing 
indicated comes from increased reve- 
nues and not from diminished expendi- 
tures, outlays continuing to increase 
and at a record rate for years of peace. 


Nor is the outlook promising for an 
early reduction in the enormous out- 
lay of funds now taking place. On 
the income side, the situation is more 
favorable, for revenues are increasing, 
though still leaving what promises to 
be a gap of nearly $4,000,000,000 in 
the next fiscal year. With the public 
debt in excess of $28,000,000,000, and 
the huge annual deficit, it is realized 
that legislation to meet this situation 
is imperative. While the taxation re- 
cently suggested for limiting inherit- 
ances was generally regarded as a 
measure for redistributing wealth, it 
may become necessary to recast it as 
a general revenue bill. 


Bank Stocks 


New York City bank stocks registered 
moderate gains during June, according 
to Hoit, Rose & Troster. Opening 
June 1 at the month’s low of 41.63, 
the weighted average of seventeen lead- 
ing issues fluctuated irregularly for the 
greater part of the month, but finally 
closed, June 29, at the high point for 
the month of 44.46. 

Insurance stocks in the New York 
City market continued their upward 
trend during June and again reached 
a new 1935 high. The weighted aver- 
age of twenty issues (fifteen fire, three 


E. S. Woolley 
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TRUST DEPARTMENTS 
ALL OVER THE 
COUNTRY ARE USING 





Personal Trust 
Administration 


By CUTHBERT LEE 


A Working Manual for 
Every Trust Department 


Price $5.00 


BANKERS PUBLISHING CO. 


465 Main STREET 
CAMBRIDGE, Mass. 


casualty and two life) opened June 1 
at the month’s low of 48.93 and reached 
the new 1935 high of 52.71 on June 
24, the highest levels since August 20, 
1931. The close, June 29, was steady 
at 52.70. 


Bank Shares 

DEALING with this subject as it relates 
to the leading London banks, and re- 
ferring to the distribution of bank shares 
among the investing public, The Statist 
says: 

for jinstance, has over 60,000 
Midland 73,000, Lloyds 
70,000, the National Provincial 42,000 to 
44,000, while the Westminster has fully 
83,500 share accounts. The average hold- 
ings in the case of the Westminster is only 
157 of the shares of £4 each, while the 
average holding of the £1 shares is only 58. 
In the case of the Midland more than half 
the shareholders possess holdings not ex- 
ceeding £100 of paid-up capital. Never- 
theless, there jis scope for a still wider ex- 
tension of the list of investors and the 


Barclays, 
shareholders, the 


subdivision of shares of high denomination 
would help materially towards this end, 
which is a desirable objective not only be- 
cause of the limited supply of high-class 
and readily marketable shares available to 
the small investor, but because the spread- 
ing of the capital of the banks among as 
wide a section of the community as possible 
would in itself be a safeguard against any 
campaign for the nationalization of institu- 
tions which by their prudent management 
have been one of the main bulwarks of 
the country’s stability during the trying 
years of the world depression. 


New Financing 

For the first six months of this year 
the aggregate of new financing was 
greater than for any similar period in 
the past four years. So far as relates 
to corporate issues, the increase has been 
due mainly to refunding in order to 
take advantage of lower rates of interest 
which the easy position in the money 
market makes possible, but there are not 
lacking indications that some new capi- 
tal issues are being made. Of the total 
of $569,484,800 of corporate issues for 
the six months ending with June 30, as 
reported by the Financial Chronicle, 
$468,915,466 represented refunding and 
$100,569,334 new capital. 

Encouraging as is the increase in the 
last six months, it will be seen that there 
is a! huge gap yet to be filled until we 
reach the total so recent as 1931, which 
was $2,030,346,201. 

A fact representing the change that 
has taken place in the securities markets 
is that no new foreign loans whatever 
were floated in this country during the 
first half of the years 1932, 1933, 1934 
or 1935. In the first half of the present 
year there were no refunding isssues, 
but some of small amounts were made 
in 1933 and 1934. 

Slight as is the recovery in the capi- 
tal market, recovery is taking place, 
and should it continue, it may be re- 
garded as indicating an early return to 
more favorable conditions generally, for 
there has been much agreement of opin: 
ion to the effect that the breaking of the 
jam in the capital market must precede 
recovery. At last the jam seems to be 
giving way. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


International Scene 


FRANCE AND ENGLAND, heretofore 
working in close collaboration in mat- 
ters affecting security among the various 
nations of the Continent of Europe, 
have of late shown a sharp divergence 
in their policies, England having gone 
over to the side of Germany to an 
extent that has caused intense irritation 
in the ranks of leading French states- 
men. Nor is there harmony between 
these leading powers in respect to the 
attitude to be taken regarding Musso- 
lini’s Abyssinian enterprise. Germany, 
without objection from England, is 
slowly building up a navy of quite 
respectable size, while England is pre- 
paring materially to increase her air 
defenses. Japan moves steadily forward 
in establishing further control over 
portions of China. 


British Trade 


NEARLY all indications point to a con- 
tinuance of recovery in the British 
Isles. Compared with the same time 
last year, both imports and exports are 
showing substantial gains, employment 
is increasing, building activity is at or 
near a record, and industrial production 
generally is being well maintained: 
postal receipts, railway receipts, and 


bank clearings all show rising tend- 
encies. The cotton industry, however, 
still languishes. Living costs are grow- 
ing, the level on June 1 being esti- 
mated at about 40 per cent. above that 
of July 1, 1914 


Swedish Banks 


TWENTY-FIVE of the twenty-nine bank- 
ing concerns in Sweden, comprising all 
large and medium-sized banks, show 
together for 1934 a total “profit before 
writings-off’” of 64,400,000 kronor, this 
being about the same as for 1933. 
After writing off 29,600,000 kronor 
(35,600,000 kronor in 1933), the com- 
bined net profits amount to 34,800,000 
kronor (28,400,000 kronor in 1933) 
and the amounts distributed in divi- 
dends total 24,500,000 kronor (23,500,- 
000 kronor in 1933), while about 
10,000,000 kronor is transferred to 
reserves. 

Dividends were distributed for the 
year by fifteen of the banks (fourteen 
in 1933), while ten (eleven in 1933) 
paid no dividend. The amount dis- 
tributed represents about 5.2 per cent. 
of the total capital stock of all the 
twenty-five banks, i.e., 476,000,000 
kronor. In the case of seven of the 
dividend paying banks, the dividend 
rate is higher than in 1933. 








BANKERS INVITED 


FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 
UR close contact with the commercial activities with seven 


Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 





S. N. POCHKHANAWALA, Managing Director 








IN EVERY BANK 


The Collection Service 


contends with difficulties, but American methods have 


reduced these to a minimum. 


When establishing our Foreign Department, years ago, 
we followed the systems patronized by leading American 
Banks. Today we handle more American collections in 
this market than any other local Bank. 


LA PREVISORA NATIONAL BANK OF CREDIT 
Head Office: GUAYAQUIL (Ecuador) 


Branches: QUITO, AMBATO, RIOBAMBA, MANTA, BAHIA, CUENCA. 


The net profits of the “big three”- 
Svenska Handelsbank, Skandinaviska 
Kreditaktiebolag, and Stockholms En- 
skilda Bank—were 8,500,000 kronor, 
6,900,000 kronor, and 7,500,000 kronor, 
respectively, and the amounts distrib- 
uted as dividends were 6,300,000 
kronor, 4,900,000 kronor, and 6,700,- 
000 kronor, respectively, or 7 per cent., 
5.6 per cent. and 15 per cent. on the 
respective capital stocks (6 per cent., 
5.6 per cent., and 15 per cent. in 1933). 

The next bank in order of size, 
Goteborgs Bank, writes off the whole 
of its profit of 3,300,000 kronor—this 
sum is included in the total given of 
amounts written off by all the banks 
from the year’s profits—and makes 
available in addition 24,000,000 kronor, 
corresponding to about half the capital 
stock, with a further 2,000,000 kronor 
taken from reserves, to meet actual or 
expected losses. Following this opera- 
tion, the capital stock is to be brought 
up to its former figure by a new issue, 
already underwritten, of 5 per cent. 
preferred stock. Among the better 
known of the medium-sized banks, 
Stockholms Inteckningsbank maintains 
its customary dividend of 13.33 per cent., 
while Sundsvalls Enskilda Bank in- 
creases its rate of dividend from 12 
per cent. to 13 per cent. 

The value of the banks’ holdings of 
bonds and shares rose during the year, 
which induced a number of the banks 
to dispose of a part of their share- 
194 


holdings on the market. The increased 
industrial production and foreign trade 
of the country have also had a favor- 
able influence on the turnover of the 
banks and on banking business in 
general. The total amount of “idle 
money” in the banks has fallen during 
the year (1934) from 333,000,000 
kronor to 287,000,000 kronor. 

The total deposits declined slightly 
during the year from 3,629,000,000 
kronor to 3,553,000,000 kronor. Loans 
sank to a slightly greater extent, from 
3,906,000,000 kronor to 3,795,000,000 
kronor, probably due to the fact that 
industrial undertakings during the year 
had opportunities to replace bank loans 
by debentures or advances against goods 
on the market at unusually favorable 
rates of interest. 

The foreign position of the banks is 
reflected by a net credit balance, i.e., 
excess of credits over debits, at the end 
of 1934 of 91,000,000 kronor, to which 
is to be added a holding of foreign 
bonds of 126,000,000 kronor, making 
together 217,000,000 kronor in surplus 
foreign currencies. The corresponding 
figure of the Riksbank of Sweden was 
at the same time 453,000,000 kronor, 
to which may be added a holding of 
gold abroad at a nominal value of 
66,000,000 kronor with an actual value 
of 117,000,000 kronor. The combined 
foreign credit exchange balance of the 
private banking concerns and the Riks- 
bank thus amounted to nearly 900,000, 
000 kronor at the end of last year. 
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CAPITAL 


Authorized P10,000,000.00 
Fully Paid P6,750,000.00 
(US$1.00=P2.00) 
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BRANCHES 
Cebu, Iloilo, Zamboanga 


YEARS 


and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


A Banking Jubilee 


IN its issue for May-June, the Monthly 
Review of the Midland Bank said: 

“We preface this issue with warm 
congratulations to Mr. Frederick Hyde 
on the completion of fifty years of 
banking service, in the course of which 
he has won both widespread respect for 
his outstanding business abilities and 
sincere esteem for his personal qualities. 
We congratulate no less the bank itself 
on Mr. Hyde’s continued tenure of the 
ofice of managing director, an office he 
has long held with great distinction.” 

Mr. Hyde began his banking career 
in 1885 with the Derby Commercial 
Bank, later taken over by the Midland 
Bank, and when the latter entered the 
London field, Mr. Hyde was trans 
ferred to the head office in London. 
Here he advanced by successive stages, 
and in 1909 became one of the general 
managers. After the death of Sir 
Edward Holden in 1919 Mr. Hyde 
was appointed a joint managing direc- 
tor, and some six years ago became sole 
Managing director. 


London Capital 


For the first half of the present year 
the total of new capital issues in the 
London market was (excluding conver- 


sions) £65,300,200, compared with 
£96,880,200 in 1934 and £110,806,500 
in 1933. Government borrowings at 
home have declined, but there has been 
a substantial gain in non-government 


Inquiries and correspondence invited. 


borrowings. There were no foreign 
loans to governments reported in 1935, 
nor in 1934 and 1932, but for the six 
months of 1933 such loans were made 
to the amount of £965,000. How 
startling has been the change in this 
item may be seen from the fact that 
for the first half of 1913 such loans 
were made to the amount of £22,629,- 
500. 


Mexican Situation 


ADDRESSING the 140th ordinary meet- 
ing of shareholders of the Mexican 
Railway Company Limited, held in 
London, June 26, the chairman said 
that all the favorable indications to 
which he had drawn attention at the 
last meeting have continued in Mexico 
and are still continuing. There has 
been a spectacular rise in silver, a favor- 
able balance of trade, a more than 
balanced budget, a large and steady 
increase in consumption, much increase 
in bank deposits, complete stabilization 
of exchange with the American dollar, 
and a very low cost of living. On the 
other hand, the unrest in the labor world 


is worse than at any time in the history 
of Mexico. 


International Lending 


THE report on monetary problems, pre- 
pared for the International Chamber of 
Commerce by the Paris headquarters 
of that organization, says that interna- 
tional lending has almost disappeared, 
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Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. 


First established 
private bank in 
Norway 


Telegraphic address: 


BANKING BUSINESS OF EVERY 
DEsCRIPTON TRANSACTED 


Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


and that its revival is dependent upon 
a revival of confidence, and most of 
all on exchange stabilization. 

The International Chamber of Com- 
merce has often emphasized the fact 
that capital movements are a_ basic 
factor in economic recovery. Both 
short and long-term foreign loans are 
an integral part of world economic 
development; they create and stimulate 
commercial exchanges. 

The less completely developed coun- 
tries, economically, cannot achieve their 
maximum efficiency, and those countries, 
which are not yet fully developed, can- 
not complete their equipment without 
the help of foreign capital supplied by 
countries more fully developed, eco- 
nomically, than themselves. lt was in 
this way, by such an exchange of 
wealth, that, during the last century, 
the new continents were developed. 

The revival of international move- 
ments of capital, and the supplying, to 
national economic systems, of the stimu- 
lus which only such movements of 
capital can give, must be predicated 
on recognition of certain fundamental 
principles. Failing recognition of these 
principles, both long and _ short-term 
lending can only lead to the creation 
of a situation the full gravity of which 
the post-war: years have shown. 


It must be generally recognized that 
the service of loans can, in the final 
analysis, be assured only by payment in 


goods and services. The function of 


gold is only to make up the final 
balance of international exchanges; it 
cannot correct permanent and deep- 
rooted disequilibria between commercial 
exchanges and capital movements. If 
gold is to be used as a commodity for 
the purpose of adjusting important and 
permanent disequilibria in the balance 
of payments, the gold standard can no 
longer function. 

Debtor countries cannot continue to 
make payments in gold. In order to 
make possible the payment of interna- 
tional debts, creditor countries must 
have an adverse trade balance. 

Debtor countries, on their side, must 
avoid having recourse to default or 
repudiation, and must refrain from 
actions, which, by calling forth retalia- 
tion from other countries, reduce se- 
verely their own foreign markets and 
thus their capacity to pay. 

Furthermore, capital movements can 
usefully get under way only after the 
question of frozen credits has been 
satisfactorily settled. Only then, on 
the basis of renewed confidence, can 
sound and productive investment again 
be undertaken. 

In order that recovery of the interna- 
tional capital market may produce the 
beneficial results expected of it, a policy 
of long-term lending must be revived. 
Care must be taken in order that short- 
term loans, of which there was abuse 
during the post-war years, may not be 
utilized for purposes of long-term in- 
vestments. 





CANADIAN SERVICE 
AMERICAN BANKERS 


In 1859, the Bank of Montreal—then an in- 
stitution of 42 years’ experience — opened its 
Agency in New York. This office, and the 
Bank’s offices later established at Chicago and 
San Francisco—coupled with its nation-wide 
system of branches in Canada— provide Ameri- 
can banks and financial houses having dealings 
in the Dominion with a service unexcelled in 
scope —a service backed by organization, re- 
sources and reputation. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $750,000,000 


HEAD OFFICE: MONTREAL 
New York Agency: 64 Wall St. 


Chicago Office: 27 South La Salle S:. 


San Francisco Office: 333 California St. 


Current Conditions in Canada 


June Reaction 


THE July 22 Letter of the Bank of 
Montreal reports that. after an active 
May, during which many barometers 
reached higher levels than at any time 
since September, 1930, business showed 
some reaction in June. Wheat exports 
were the lowest in June since 1920 and 
those of wheat flour the lowest since 
1921. The abnormally low wheat move- 
ment adversely affected transportation 
and kindred interests and caused the ex- 
ternal trade of Canada to be lower in 
June by 5 per cent. than it was in 
June, 1934. 

In manufacturing establishments, heavy 
additions to staffs took place in June, 
the gain in factory employment exceed- 
ing the average for the past fourteen 
years. The mining and construction 
groups also showed employment gains, as 
did transportation and merchandising, a 


factor in connection with the two last- 
named being an encouraging increase in 
the tourist trade at many points. On 
the other hand, there were losses due to 
inactivity in shipping and _ stevedoring 
and to the closing of certain relief camps. 


Slack in Decline 


THE Monthly Commercial Letter of the 
Canadian Bank of Commerce says that 
for the time being the pace of industry 
is slackening at less than the normal 
rate, partly because of the lateness with 
which some commitments, held in sus- 
pense while weather, labor and political 
conditions were unfavorable, have been 
undertaken, and partly because of the 
abnormal gains over the preceding year 
in construction and the production of 
equipment goods for the farming com- 
munity. Thus, orders received at one 
important steel center, where lessened 
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activity was recorded in the early spring, 
were of such large volume as to increase 
production in May by 30 per cent., cause 
a general expansion to a point beyond 
any month since early in 1934 and en- 
sure operations on, or close to, this 
higher scale for at least another month. 


MARKED IMPROVEMENT 


Although the peak season has passed, 
automobile manufacturers are busier 
than usual, owing to a stronger demand 
than was once expected, as well as to 
an interruption in May when their out- 
put declined slightly, consequent upon 
labor difficulties in certain American 
centers upon which some Canadian 
plants depend for part of their materials. 
In the large group of small industries 
from which the bank obtains special 
monthly reports, operations continue on 
the higher plane reached in May,’ al- 
though there is not quite the same vigor 
as a year ago, when the textile industry 
was in a more flourishing condition; a 
prominent feature this year, however, is 
the marked improvement in leather foot- 
wear manufacture, which increased in 
recent months by about 20 per cent. over 
that of the early part of 1934. Mining 
is also overcoming a late start in some 
areas where bad weather formerly ham- 
pered operations, although the height- 
ened activity at other points raised min- 
eral production in general during the 
past quarter about 12 per cent. above 
that of the like period of 1934, note- 
worthy gains having been made in the 
asbestos and copper branches of the in- 
dustry. 


Subsidizing Consumers 


DiscussInG the plan to subsidize con- 
sumers by some form of social credit, the 
Monthly Review of the Bank of Nova 
Scotia says: 

It is often argued by the advocates of 
“social credit” that the solution to this 
latter problem lies in the transference 
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of resources (capital equipment, ma- 
terials, labor, land, etc.) to uses in which 
their product will be consumed at home. 
They argue that we should use the lum- 
ber, the water power, the brick and the 
base metals and so on, and all the work- 
ers engaged in making these products 
should build houses or motor cars for de- 
mestic consumption instead of mining 
equipment or grain elevators for export 
purposes. What is forgotten, however, is 
that there is an enormous quantity of 
natural resources and physical equip- 
ment which is highly specialized in the 
production of a relatively small list of 
commodities and incapable of being used 
for anything else, except after a long 
period of adjustment and at the expense 
of great social cost. The obstacles in the 
way of transforming the Saskatchewan 
farmer into a Windsor mechanic and his 
grain land into orange groves (or even 
a dairy farm) are familiar to anyone. 


CONSEQUENCES 


It is perhaps less obvious but equally 
true, that a great proportion of Canadian 
economic resources are either specialized 
to the production of export commodities 
or to the production of commodities and 
services (e g., transportation) which 
minister to these trades. Further than 
that, these same arguments also 
sight of the fact that we must continue 
to provide these export goods if Canada 
is to be able to pay for the imports 
which are essential to any maintenance, 
not to speak of an increase, in the 
standard of living. 

If, therefore, it be accepted that the 
effect of subsidizing consumers would be 
to raise domestic prices, it seems certain 
that a series of economic dislocations, 
mostly adverse to the export industries 
and the durable goods industries, would 
follow. Inevitably, the ultimate conse- 
quences would be prejudicial to Canada 
as a whole, but especially to producers 
of grain, livestock, fruits, newsprint, 
minerals and fish. 
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ADVERTISING AND PUBLIC 
RELATIONS 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Edited by Matcotm Davis 


Let’s Make Friends with Public Opinion 


“I saw a man upon the stair: 

I looked again, he wasn’t there. 
He wasn't there again today— 
Gee, I wish he'd go away.” 


HE name of that man is Public 

Opinion. He is a very elusive 

individual. And a great many 
people, including some bankers, “wish 
he'd go away.” 

The trouble with him is that you can’t 
put your finger on him. He is a street 
cleaner in Iowa, a day laborer in Illinois, 
a school teacher in Maine, an airplane 
pilot in California, a textile worker in 
Massachusetts, a raspberry picker in 
New Jersey, a business man in Florida, 
a politician in New York. He is every- 
body. He 1s the People. 

People, when it comes to public 
opinion, are particles of thought that 
can be magnetized by an issue and 
turned in one direction. They then 
become votes, and through votes laws 
are made. People—particles of thought 

public opinion—votes—laws! Under 
laws banking becomes sound or banking 
becomes unsound; banking becomes a 
profession with a future or banking be- 
comes a political football. What becomes 
of banking depends on public opinion. 

How may confidence be held? How 
may reputations be upheld? How may 
public thought be influenced? How 
may the true story of the bank’s func: 
tion as the economic center of commu- 
nity and national welfare be made un- 
derstandable? Large questions, these. 
Let’s think about them. 

Competition may be local or national. 
To most banks competition is a local 
problem. Confidence, and reputation 


may also be local or national problems. 
Right now, applied to banking as a 
whole, their spread is as national as it 
is local. What the everywhere public 
thinks about banking becomes translated 
by legislation into the fiber that, closely 
or loosely, weaves the local bank into 
the economic heart of its own commu- 
nity. 

To stimulate our thoughts along pub- 
lic relations lines, let’s see what is said 
by one of the many companies whose 
success in molding favorable public 
opinion has earned world-wide repute. 
For dealing in public confidence and 
public acceptance is, like banking, a 
highly specialized profession. 

In “The Wedge” (Vol. XXXV, No. 
2) issued by Batten, Barton, Durstine & 
Osborn, Inc., Advertising, New York, 
there is a story of competition, confi- 
dence and reputation. The story, as 
written, mentions neither banks nor 
banking. But if you will read the pub- 
lic relations problems, local and national, 
of banks and of banking into the story 

‘read it between every line—you may 
find, as we did, some of the signposts 
pointing towards the simple pathways 
through the morass of our problems and 
a clearing of the mists obscuring our ob- 
jectives. The story:* 


OUT OF THE FOG 
People are beginning to talk about 
competition again. 


Did you ever wander 
countryside in a fog? 


about the 
You knew about 


*With the kind permission of Batten, Bar- 


ton, Durstine & Osborn, 
New York. 


Inc., Advertising, 
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where you were, but the illusion per- 
sisted that you might be somewhere else. 
Then the fog lifted and everything was 
just where you knew it would be. 

Business has been that way. In a 
fog of illusion. The old landmarks 
seemed to vanish. Facts yielded to fal- 
lacy. 

One of the most pleasing of these 
fog-shrouded figments was that there 
wasn’t going to be any more competi- 
tion. Then the Supreme Court puffed 
and the fog thinned out and there was 
competition just where it had always 
been—and always will be. 

It was really more of a task to get rid 
of competition than reformers realized. 
There were too many variables. A hard 
worker will always keep ahead of a 
loafer. A man always wrong in his 
judgments cannot compete with one 
who is right occasionally. A dirty win- 
dow cannot sell as much merchandise as 
one that is effectively trimmed. Those 
who are frugal have an edge on wasters. 
A salesman who makes twenty calls a 
day will do more business than one who 
goes to the ball game. Fresh eggs sell 
better than stale eggs. A reputation for 
honesty will attract more trade than a 
reputation for trickiness. 

There just isn’t any way to control 
such factors. 

One can sympathize with a humane 
purpose to protect the incompetent and 
futile. It is a charming picture—that 
Utopia where the strong tote weak com- 
petitors pigback, and the efficient tie one 
hand behind their backs so as to take 
no unfair advantage of the inefficient, 
and the swift are handicapped to give 
the slow a chance. But Utopia is a 
dream and business is real. 

The soul of business is competition. 
It is through competition that we have 
these wonderful new cars, 30,000-mile 
tires costing less than a tube cost a few 
years ago, marvelous improvement in 
canned goods, well fitting clothing, low 
cost radio of superb quality, oil furnaces 
and all the triumphs of electricity in the 
most modest of homes. 

It is competition that drives men to 


great achievement, to unbelievable econ- 
omies, to inventions which promise hap- 
piness, ease and fullness of life to mil- 
lions. 

Suppose competition really could be 
controlled by edict—what would hap- 
pen? 

There wouldn’t be any more improve- 
ment in cars. What would be the use? 
Improvements cost money. The auto- 
motive industry would gradually shrivel. 
Most railroads are protected from com- 
petition by law—and look at them. 
There would be no reason for maintain- 
ing the extraordinary efficiency of many 
of the chains, and we would return to 
the varying integrity and intelligence of 
small dealers with a probable heavy in- 
crease of cost and loss of quality. Even 
the smartest and squarest of the inde- 
pendent dealers would have to be sup- 
pressed so as to give the shysters and 
shiftless merchants an even break. So 
it would go all up and down the line 
—ability frowned on, enterprise dis- 
couraged, advancement checked and 
reputation discounted. 

If it is admitted that competition is 
inescapable and even desirable, it must 
also be recognized that no business can 
compete successfully without advertis- 
ing. 

What is competition? 

It consists in making goods or services 
more desirable, accessible or acceptable 
than those offered by others. In spite 
of demagoguery, that is all competition 
is or has been. 

Let us assume that two products are 
of equal intrinsic value. But one is 
without identity and the other bears a 
name which is known and which inspires 
confidence. The first hasn’t a chance in 
competition with the second—and 
shouldn't have. A sale is virtually im- 
possible when confidence is lacking. 
Would you buy a car without knowing 
who made it? Would you buy any’ 
thing unless you believed it to be good 
value? 

To be sure, this first manufacturer 
who doesn’t believe in advertising might 
sell his product to Sears Roebuck, who 
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would have no difficulty in passing it 
along to users. 

Why? Because Sears Roebuck have 
spent millions in advertising to win pub- 
lic confidence. But the non-advertiser 
really pays for Sears Roebuck advertis- 
ing through depending on their reputa- 
tion rather than on his own. 

Confidence is won not merely by re- 
fraining from stealing, but by giving a 
promise and keeping it. Advertising is 
a promise and the goods are the ful- 
fillment of that promise. 

Almost literally everything that is sold 
is sold through the power of reputa- 
tion—the power of advertising. A law’ 
yer prospers as a result of publicity given 
to his successful cases. A story by an 
unknown author becomes acceptable to 
millions because the public has learned 
to have confidence in the editorial judg- 
ment of a great magazine such as The 
Saturday Evening Post. And through 
this wide reading the author himself 
wins reputation—the only beneficiary of 
advertising who doesn’t pay for it. 

A product not advertised is only half 
made. It is not ready for the market. 
It lacks the essential ingredient of repu- 
tation. It is like a person without a 
face, a can without a label, a check 
without a signature. No kind of deal 
can make it salable. No illusion of 
government can protect it from com: 
petition. 

There are still a few industries in- 
adequately supported by advertising and 
which depend almost entirely on the 
reputation of dealers or fabricators to 
supply the confidence necessary to assure 


How to Sell the 


OW to sell the public on banks 
will be the chief topic of discus- 
sion at the Financial Advertisers 

Association Convention which will be 
held at the Ambassador Hotel, Atlantic 
City, N. J., September 9-11, according 
to the program just released by I. I. 
Sperling, president of the association 
and assistant vice-president of the Cleve- 
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sales. Suppose one manufacturer in 
such an industry determined to establish 
his own reputation through advertising. 
The others would of course laugh at his 
foolishness, just as the first advertiser oi 
soap was laughed at—or the first to ad- 
vertise shoes, steel, pickles, insulation, 
coal shovels, brake linings, paint, cotton 
sheets, or electric light and power serv- 
ice. But in two or three years they 
would cease laughing. For a while they 
would rage at the unfair competition of 
creating a preference through reputa- 
tion. And then they would compre- 
hend that the only way for them to stay 
in business would be to meet that com- 
petition by getting reputations of their 
own. 

About that time, the industry would 
begin to go somewhere. 

So long as competition remains, ad- 
vertising will control the rise and fall 
of individual business. For advertising 
is the source of reputation. 


—@©— 
DOUBLE CHECK 


READERS of this department please take 
note that earlier in this issue is an ar- 


ticle, “Banker! Speak Out!,” by R. E 


Doan. It is an article that anyone in- 
terested in the large-scale public rela- 
tions problems of banking should not 
miss. We hope that you'll feel moved 
to follow some of Mr. Doan’s sugges- 
tions. At least drop us a line to let us 
have your reactions as your reactions 
will be definitely valuable in spreading 
this idea. 


Public on Banks 


land Trust Company, Cleveland, Ohio. 
This will be the third successive conven- 
tion of the association devoted to the 
public relations theme. 

The program will assemble a group 
of outstanding figures in_the banking and 
publicity worlds. The speakers will in- 
clude the new president of the New 
York Stock Exchange, Charles R. Gay. 
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now engaged in re-selling the Stock Ex- 
change to the public; Edward L. Ber- 


nays, noted specialist in the field of 


molding of public opinion and nephew 
of Sigmund Freud, father of psycho- 
analysis; Robert V. Fleming, incoming 
president of the American Bankers As- 
sociation; J F. T. O’Connor, Comp- 
troller of the Currency: Frank F. 
Brooks, new president of the Pennsyl- 
vania Bankers Association. 


LEADING ADDRESSES 


Mr. Brooks will sound the keynote of 
the convention at the first session with 
an address on “The Merchandising of 
Sound Economics, The Biggest Selling 
Job in America.” 

Avery G. Clinger, chairman of the 
Public Education Commission of the 
Ohio Bankers Association, will address 
the second general session on the sub- 
ject of “Public Education Through As- 
sociation.” Mr. Clinger is president of 
the Ohio National Bank, Columbus, 
Ohio. 

Mr. Bernays will speak at the third 
general session on “Molding Public 
Opinion.” 

Mr. Gay will address the third gen- 
eral session on “Public Relations and 
the New York Stock Exchange.” 

Mr. Fleming’s address will be on 
“The Spirit of American Banking.” 

Comptroller O’Connor will address 
the banquet the closing night. 


In addition to the development of the 
public relations theme at the general ses- 
sions, the convention will have a series 
of “brass tacks” meetings devoted to the 
technique of financial publicity and ad- 
vertising at departmental sessions on the 
various forms of banking, commercial 


banking, savings banking, investment 


banking and trust service. 
THE PROGRAM 


The program as developed thus far, 
is as follows: 
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GENERAL SESSIONS 


Monday Morning 
September 9 


Address of Welcome—Leslie G. Me 
Douall, president of the New Jersey Bank- 
ers Association. 

“Building Desirable Business for Banks” 
—I. I. Sperling, president of the Financial 
Advertisers Association. 

“The Merchandising of Sound Economics, 
the Biggest Selling Job in America”’—Frank 
F. Brooks, president, Pennsylvania Bankers 
Association, and president, First National 
Bank, Pittsburgh, Pa. 


Monday Afternoon 
September 9 


“Public Relations As It Affects Invest- 
ment Banking’—G. M. Hubbard, president, 
Doremus & Company, advertising agency, 


New York. 


Tuesday Afternoon 
September 10 


“What Banks Are Doing to Improve Cus- 
tomer Relations’—by a representative of the 
American Bankers Association. 

“Public Education Through Associations” 
~—Avery G. Clinger, president, Ohio Na- 
tional Bank, Columbus, Ohio, chairman, 
Public Education Commission of the Ohio 
Bankers Association. 


Wednesday Morning 
September 11 


“Advertising As An Economic Force’— 
speaker to be announced. 

“Molding Public Opinion” 
Bernays. 

“Public Relations and the New York Stock 
Exchange’”—-Charles R. Gay, president of 
the Exchange. 

“Advertising Media, Costs and Produc: 


tion’—speaker to be announced. 


Edward _ L. 


Wednesday Afternoon 
September 11 


“Analysis of Public Opinion and Cus- 
tomer Opinion’—H. A. Lyon, vice-presi- 
dent, Harold F. Strong Corporation, New 
York. 

“How to Teach Staff Members the Art of 
Selling’—a demonstration of the training of 
employes in holding present and getting new 
business, by Granville Jacobs. 


Wednesday Evening 
September 11 


Annual banquet—Speaker, Comptroller J. 
F. T. O'Connor. 

Committees are now active in preparing 
the programs of the various departmental 
session. 
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Cross Section 


ADVERTISING SERVICES 


“This was the only evidence I could 
produce and it saved me_ exactly 


$86.25." 


The evidence spoken of was the 
photograph of a bank customer’s check 
on which was noted “interest to date 
on mortgage” and the amount of the 
mortgage. The customer had an agree- 
ment with the mortgagee that the loan 
would be carried past due for a specified 
period provided that he made regular 
interest payments which the mortgagee 
promised to credit on the hack of the 
principal note. But the mortgagee for- 
got to do this one time and the cus- 
tomer, although he thought he had every 
check for five years back, couldn’t find 
the one he wanted. But his bank had 
recently installed a Recordak machine 
and by it was able to show a picture of 
the check taken when it was cleared 
This evidently pleased the customer 
(breathes there a man with a soul so 
dead who wouldn't be tickled pink to 
have his bank save him from paying 
$86.25 not once but twice instead: 
question mark, grammatically and also 
poetically). In fact the tickled-pink 
customer wrote a letter about it to the 
bank. Whereupon the bank explained 
the situation in an advertisement to all 
its customers and prospective customers, 
reprinting part of the letter. Other ad- 
vertisements of the State-Planter Bank 
and Trust Company, Richmond, Vir- 
ginia (“the first bank in Virginia to in- 
stall the Recordak System which pro- 
vides this unusual service”), on the 
value of photographed checks had such 
headings as “Did You Pay Your In- 
come Tax?” and “Were You Ever 
Asked To Pay Your Bill A Second 
Time?” Besides this Recordak series, 


The State-Planters is advertising a new 
telephone system whereby all outgoing 
calls are taken care of by an automatic 
switchboard thus allowing their switch- 
board operator fully free time to care 


for incoming calls. These services cer- 
tainly qualify the bank to use the run- 


ning slogan, “A Bank That Renders 
More Than A Routine Banking Serv- 


ice,” in their advertisements. 


EVERYONE 
Can See Where This Bank Stands 


Do You Know 
FOR WHAT IT STANDS? 


This heading runs through all the ad- 
vertisements of a recent series from The 
Washington Loan and Trust Company, 
Washington, D. C. In each ad three or 
four points are enumerated. For ex’ 
ample: “FIRST—That provision be 
made to meet every financial require- 
ment of its customers. SECON D—That 
the renter of a $3 safe deposit box shall 
receive the same courteous service as 
the buyer of a £1000 draft on London 
or Calcutta. THIRD—That all avail- 
able information on investments be fur- 
nished to inquiring customers. FOURTH 

That the company shall not deal in 
securities but act as agent only.” Each 
ad has a line identifying it as “the third 
of a series of explanatory statements” or 
“This is another statement of our busi- 
ness standards.” 


* od 


Loans are based primarily on char- 
acter. You need not be a customer of 
Manufacturers Trust Company, or of 
any other bank, in order to apply for 
a loan. The officers in our Personal 
Loan Department have had wide and 
varied experience in all types of credit, 
and are well qualified to give every 
application utmost consideration. De- 
cisions are rendered promptly, and all 
negotiations are of course confidential. 


Thus, in part, does the Manufactur- 
ers Trust Company, New York City, 
explain its new service of character 
loans in ads 18 inches by 12 inches pub: 
lished in New York City newspapers. 
Besides a general explanation and back- 
ground of the new service, there were 
the details such as amounts loaned, 
method of payment, discount charge, the 
purposes for which loans are extended, 
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the bank’s branches where the loans may 
be obtained, how personal loans may be 
used for business purposes and for FHA 
Modernization purposes—in fact virtu- 
ally everything that could possibly be 
explained about the loans in print was 
included in the advertisement. More- 
over, by studied use of layout it was ex- 
plained simply and easily. 


THE PEQUOT WAR 


The Fire was kindled on the North 
Eaft Side to windward; which did 
fwiftly overrun the Fort, to the extreme 
Amazement of the Enemy, and the great 
Rejoycing of ourfelves. Some of them 
climbing to the Top of the Palizado; 
others of them running into the very 
Flames; many of them gathering to 
windward, lay pelting at us with their 
Arrows; and we repayed them with our 
fmall Shot: Others of the Stouteft 
iffued forth, as we did guefs, to the 
Number of Forty, who perished by the 
Sword. 


This paragraph is but an appetizer 


to the complete and intensely interest- 
ing account written by Major John 


” 


Mafon (the “f” again where the “s 
should be) published by the Trust De- 
partment of the Bridgeport-City Trust 
Company as a contribution to Connecti- 
cut’s Tercentenary. Imitating the quaint 
typography of the early Colonial days 
and presenting the physical appearance 
of a document printed before the Revo- 
lutionary War, this brochure, the second 
of a series, outlines the story of the 
famous Pequot War, the success of 
which made the Connecticut Valley 
safe for the English shortly after Con- 
necticut was settled. Three rare and 
seldom reproduced illustrations appear 
in the brochure. One is an unusually 
clear map of the Pequot fort at Mystic, 
Connecticut, where the first major en- 
gagement with the Pequots occurred, 
drawn by John Underhill and published 
in “Newes From America, London, 
1638.” A second shows the Connecti- 
cut Colonists at close grips with the 
Indians in the swamp at Southport. The 
third reproduces the pioneer scene to be 
found in the tiled panel on the floor of 
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the Memorial Hall of the State Library 
at Hartford. All Connecticut is pretty 
well steamed up over the Tercentenary, 
and with good reason—ergo, when this 
bank offers to “furnish you or friends 
of yours with additional copies for per- 
manent reference,” it is a safe bet that 
the invitation is being accepted with 
much appreciation from the Tercen- 
tenary’s fans 


* * 3 


SUCCESSFUL SELLING 
(Another Use For Bank Credit) 


A soundly planned bank loan often 
enables a company to push its goods 
aggressively just when the market is 
“ripe’—by increasing its selling efforts, 
by extending its advertising, by re- 
styling its product or adopting a more 
modern package. All of this, through 
banking credit, can be accomplished 
without cramping the company in its 
production or forcing it to cut prices 
in order to raise cash. In this way, a 
concern can often make much more 
rapid (and equally sound) progress or 
recovery than if it were operating 
wholly on its own capital. 

Modern banking realizes that selling 
is just as essential to the operation of 
most industries as the machines that 
manufacture the goods; that customers 
to buy are even more essential to a 
wholesaler or retailer than goods to sell 
—for the latter can almost always be 
supplied when the former are present. 
Therefore the banker likes to see a 
sound, successful selling structure in a 
company which is borrowing from his 
bank. Given sound protection for his 
loan (which he must have in fairness to 
his depositors), he is more than will- 
ing to help that selling structure succeed. 

If you or your business need tem- 
porary funds, we invite you to talk with 
one of our officers. 


WACHOVIA 
Bank and Trust Company 


There you have the whole ad of this 
Winston-Salem, North Carolina, bank, 
minus illustration and layout. But just 
look at that copy. It’s something new! 
Well, this is progress indeed—this 
realization that loans for promotional 
purposes are worth while for, as H. 
Charles Sieck, president of a Los An’ 
geles company bearing his name, said in 
this department in January, 1935: 
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. if in co-operation with the ad- 
vertising agency the banker would help 
sell the customer on the advisability of 
making a careful and yet adequate in- 
vestment in advertising,” the potential 
value of the customer would be in- 
creased many times. For “This might 
mean a new loan, an increased loan, or 
it might mean the difference between 
that business forging ahead and reducing 
their loan, at the same time being a 
better and more continuous user of the 
bank’s services. All of which means 
the greater ‘sale’ of the bank’s mer- 
chandise (money), the growth and 
prosperity of industry and payrolls and 
buying power.” We shall look forward 
to more of this sort of business “build- 
ing-upping” advertising. 
* * * 
THE DAMAGE SUIT RACKET 

Out in Arkansas the turning of mole- 
hills into mountains, as far as phoney 
lawsuits over personal injuries are con- 
cerned, has clogged the courts, raised 
insurance rates sky-high, aroused the 
state Chamber of Commerce, business 
men and bar associations and enriched 
the shyster lawyer. A pretty setting, 
but needing a point around which pub- 
lic opinion could rally. Enter The 
Commercial National Bank of Little 
Rock into the picture. Here was some- 
thing that threatened the welfare of the 
community and of the state. This bank 
recognized it, and recognized also that 
as a Civic spirited institution it should 
do something. It advertised. One of 
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the ads illustrates a woman with a 
broken arm—over her shoulder another 
woman whispers: 


“Now You Can Sue ‘Em For Plenty” 


The copy reads: 


This expression indicates the tendency 
of some people to think in terms of 
damages and _ lawsuits whenever the 
slightest injury befalls them. So numer- 
ous have been the large judgments ren- 
dered against individuals and corpora- 
tions in recent years upon groundless or 
trivial claims, that a personal injury has 
come to be looked upon by many people, 
not as a misfortune, but as an oppor: 
tunity—a chance.to. get some “easy 
money.” Gossiping friends tell such 
people of others who have received 
money for injuries. They fall into the 
hands of an unscrupulous lawyer, who 
often is knocking on the front door be- 
fore the injured person returns home; 
end who aggravates in their minds the 
seriousness of the injury until ANY 
offer of settlement is made to look 
ridiculously small. Under the spell of 
the “shyster” the broken arm becomes 
a permanent disability, and another large 
damage suit enters the courts. This 
racket, which retards the development 
of our state, is nothing more nor less 
than “legalized robbery,” and it must 
be stamped out. Every citizen regard- 
less of his station in life, should be able 
to obtain justice in our courts, but 
property rights, as well as human rights, 
must be protected. 

Honest and ethical lawyers, who com- 
pose the vast majority of the legal pro- 
fession, and who deplore the existence 
of unscrupulous attorneys, cannot alone 
correct the situation. The calibre of 
our juries must be improved. Only re- 
sponsible citizens should be selected for 
jury service and such citizens should 
serve when called. 


Sidelights and Shadows 


Or the 418,497 checks drawn on the 
American National Bank during May, 
99 47/100 per cent. were honored—so 
this Nashville bank advertises this fact 
in an ad headed, “99 47/100 per cent. 
good”; heretofore 99 44/100 per cent. 
has been the synonym for perfection and 
the American National’s additional 
3/100 per cent. certainly adds punch to 


“Why not give your business the pres- 
tige that comes from banking with the 
American National.” . . . “The Strength 
of The Savings Banks Is The Strength 
of 6 Million People” and the co-opera- 
tive advertisements of group IV (New 
York) mutual savings banks typify these 
“Fellow Citizens’—one ad picturing a 
circus clown, a bridge worker, an air 
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stewardess, a shoemaker, a show girl, 
a hotel maid and so on—each saying a 
few words about the help that their 
own savings accounts have been to them. 
... The campaign of the First Na- 
tional Bank and Trust Company, Ra- 
cine, Wisconsin, has for its slogan 
“What Racine Makes—Makes Racine” 
and along with the advertisements came 
lobby displays of goods manufactured 
by local concerns, take a little com- 
munity spirit, add to it the acquainting 
of residents with products made by local 
craftsmen, stir with some judicious mer- 
chandising and lo!-—you’ve compounded 
some good will... . 


The U. S. Treasury has $109,000,000 
of matured securities that it will re- 


deem if it can find the holders, and by 
using this fact as a basis the Public Na- 
tional Bank and Trust Company, New 
York City, promotes its “Safekeeping 


Service” in an attractive mailing folder. 
... The Springerton State Bank, 
Springerton, Illinois, is canvassing all 
other Illinois state banks in an effort 
to get them to do as it did in arousing 
public sentiment against the efforts to 
bring all state-chartered institutions un- 
der Federal control through compulsory 
Federal Reserve membership—this bank 
itself canvassed local business men who, 
with new understanding, wrote Con- 
gressmen; bankers it seems are finding 
new voices.... At Lexington and 
Liberty Streets, Baltimore, The Equi- 
table Trust Company has a one-year-old 
“Shopping District” office and tells 
about its many advantages in an adver- 
tisement that stresses the complete 
equipment of this branch; people are 
not mindreaders and it is pleasing to 
see bankers telling the public of its 
facilities rather than let the public, 
whose sixth sense is notoriously weak, 
guess about them... . 

“There’s an Old Way and a New 
Way to Borrow Mortgage Money” says 
the Dime Savings Bank of Brooklyn, 
and compares the disadvantages of the 
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old with the advantages of the new— 
result, idle money loaned on property 
in and around Brooklyn. . . . Appli- 
cations for first mortgage loans jumped 
200 per cent. during a campaign of 
The Bowery Savings Bank similarly 
purposed and in attempt to eliminate 
undesirables beforehand the advertise- 
ments illustrated types of property on 
which loans had been made along with 
specifications in each case. . . . $100,- 
000 loaned to a shoe manufacturer for 
inventories, etc., $200 to a home owner 
for repairs, payable in 24 monthly in- 
stallments of $8.33 each, $300 to a den- 
tist, $1000 to an office worker, $30,000 
to a refrigerator distributor—these and 
other examples, each illustrated by 
thumb-nail sketches drive this advertise- 
ment straight to the goal desired by 
Marshall and IIsley Bank, Milwaukee, 
which was, of course, to suggest to 
others the scope of the bank’s loaning 
facilities. .. . Frank Black and_ the 
Metropolitan Symphony Orchestra, the 
Neopolitan Singers, guest artists and 
John B. Kennedy, commentator, are here 
and there again—this time over the air 
from WTMJ, Milwaukee, sponsored by 
the First Wisconsin National Bank, 
and from WGBI, Scranton, Pennsyl- 
vania, sponsored by the Third National 
Bank and Trust Company; in both 
instances the broadcasts are supported 
by newspaper advertising announce- 
ments. 


The advertising scope of a state-wide 
branch bank is tremendous, and _ the 
Bank of America, N. T. & S. A., misses 
few, if any, opportunities to be of serv 
ice and expand good will—a _ recent 
booklet sent to merchants and consumers 
explains full details of the 1935 amend- 
ments to the California retail sales tax 
laws as well as an expert analysis of 
this legislation. ... With an ear to 
the ground the Marquette National 
Bank, Minneapolis, heads off some 
rumblings against banking in general 
and does its bit by advertising that its 









loans have increased 50 per cent. dur- 
ing the twelve months ending June 30, 
1935—it pays tribute to its borrowers 
who are “the seed of recovery.” . 
The famous chart prepared by Col. 
Leonard P. Ayres, vice-president of The 
Cleveland Trust Company, which shows 
depressions and recoveries since 1830, 
indicates a current recovery and prophe- 
sies a coming prosperity (we have that 
sustaining chart gracing our wall right 
where we can see it every day) is the 
basis for an encouraging campaign 
promulgated by the First Citizens Bank 
and Trust Company, Utica, New York, 
—a series of dramatic ads stressing the 
need for faith, courage and redoubled 
energy. ... This is an appropriate 
place to mention the First National 
Bank of Sunnyside, Washington, a town 
of 1000 population—the bank advertises 
making 732 loans, 494 of which are on 
a secured basis... . 

The Bank for Savings, New York 
City, holds an annual spring flower 
show in the lobby of its main banking 
room and all flowers entered for prizes 
are actually grown by employes of the 
bank; by Gad, sir, bankers are human 
after all. . . . Explaining why it in- 
vites savings accounts despite the limita- 
tions of profitable investments, the 
Citizens National Trust and Savings 
Bank, Los Angeles, hits a new high in 
community spirit; it wants real savings 
accounts because: “savings are the back- 
bone of all business activity’—“one of 
the first duties of a bank is to provide 
a safe place for people to accumulate 
their savings’—‘the self-reliance of 
those who save makes for bettered con- 
ditions for the community and the coun- 
try.” ... The Colorado State Bank, 
Denver, adds a new wrinkle to service 
charge education by stating on the de- 
positor’s charge slip the detail of the 
charges and indicating why he was 
charged and how the amount was com- 
puted. . . . Once again THE BANKERS 
MAGAZINE extends its own invitation to 
banks far, wide, and near to send 
samples of their current advertising; it’s 
a “free-for-all,” you know. .. . 


ADVERTISING AND PUBLIC RELATIONS 














|What Will 
Devaluation 
Mean to Youe 


In a six articles, THE 
AMERICAN INSTITUTE FOR ECONOMIC 
RESEARCH provides solutions for your 
















series of 


problems incidental to the devaluated 
dollar. The titles are: 


What Will Devaluation 
Mean to You? 


A more detailed explanation of the 
effects of devaluation. 


Adjusting Life Insurance 

Plans to a Smaller Dollar 
Including information regarding the 
different companies which may save 
you more than $50 a year on a 
single $10,000 policy. 





How Protect the Buying 
Power of Present Savings 
Preventing the 
earned dollars. 


What to Do with 

Future Savings? 
New conditions call for a 
of your plans. 


loss of your hard- 


revision 
















Protection Against a 
Rising Cost of Living 
By wise action you may save 10% 


to 50% on important budget items. 


Devaluation and 
Your Investments 


These articles, in beoklet form, 

will be sent to any address in 

the United States, postpaid. 
Total charge, One Dollar. 


A 


Bankers Publishing Company 
465 Main Street 
CAMBRIDGE, MASS. 
























































































































































































































































INTERNATIONAL BANKING NOTES 


ANGLO-POLISH BANK, LIMITED. Pursuant to 
a resolution passed by an extraordinary gen- 
eral meeting of shareholders, held at War- 
saw, April 30, it was decided to amalgamate 
this bank with the Bank Handlowy W Wars’ 
zawic, the liabilities and assets of the former 
bank having been assumed by the latter as 
of January 1, 1939. 


OTTOMAN BANK. At the annual meeting, 
held at London, June 18, the chairman de: 
clared that nothing had been more remark’ 
able than the recovery shown by Turkey, es- 
pecially during the latter half of the past 
year. The balance-sheet of the bank, sub- 
mitted at this meeting, after deduction of 
charges, showed a net balance of £77,383, 
which with £27,158 that had been carried 
forward, made a total of £104,541. The 
same dividend as for the last four years 
(three shillings) was paid, leaving £29,541 
to be carried forward. 


BarCLAyYs BANK (DOMINION, COLONIAL AND 
Overseas). The board of directors have 
declared interim dividends for the half-year 
ended March 31, 1935, at the rate of 8 per 
cent. per annum on the cumulative prefer- 


ence shares and at the rate of 5 per cent. per 
annum on the “A” and ‘B” shares, subject 
to the deduction of income tax at the rate 
of 4s. 5d. in the £ in all cases. 


IMPERIAL BANK OF IRAN. The name of Per: 
sia having been changed to Iran, in order to 
conform to this change, the Imperial Bank of 
Persia has altered its title to Imperial Bank 
of Iran. 


Union BANK oF SCOTLAND. At the 105th 
annual general meeting held at Glasgow, May 
8, the chairman in submitting the report of 
the board of directors said: “The actual 
value of our investments is at present much 
in excess of the balance-sheet figures. The 
bank's investments are largely those having 
definite dates of repayment; a considerable 
amount is short-dated or of a medium-dated 
type. The only other item is property, which 
stands at the very conservative figure of 
£452,000. 

“From a study of our balance-sheet you 
will see that the features are extreme liquid- 
ity and great strength. We are in an excel- 
lent position to respond to any demands that 
are made upon us by trade and industry. 

“If you will now turn to the profit and 
loss account you will observe that the profit 
for the year is £313,462. We feel it is satis- 
factory that, in a period during which profit- 
earning has been extremely difficult owing to 
the fall in advances, the lower earning rates 
in investments and treasury bills, and the 
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microscopic yield on money lent to the dis- 
count market, we show a small increase ot 
£2300. We have, of course, benefited from 
the lower rate of income tax, but you will 
no doubt realize that the steadiness of the 
figures is, in a considerable measure, due to 
the conservative policy pursued when the rate 
of profit was much more satisfactory. 

“The allocations made and proposed are 
exactly the same as in 1934. We have re- 
duced property by £20,000 and placed £50, 
000 to inner reserves against contingencies. 
We recommend that the reserve for pensions 
and allowances should be increased by £25,- 
000, and that there should be fixed the same 
dividend as for many years past—viz., 18 
per cent. This leaves a balance of £114,000 
to be carried forward to next year, against 
£111,000 in 1934. In passing, I may remark 
that, as usual, all bad and doubtful debts 
have been fully provided for.” 

Sir Alexander Steven Bilsland, Bt.,M.C., 
was unanimously elected chairman of the 
bank, in place of His Grace the Duke of 
Atholl, retired. 


BANK OF JAPAN. Eigo Fukai, vice-governor, 
has been appointed governor in place of 
Hisakira, resigned because of poor health. 


BANQUE BELGE Pour L’ETRANGER (Over’ 
SEAS) Ltp. The branch at New York of the 
Banque Belge Pour L’Etranger, Brussels, on 
June 1 became the New York agency of the 
Banque Belge Pour L’Etranger (Overseas) 
Limited. 


BarcLays BANK (DoMINION, COLONIAL @ 
Overseas). Sir John Caulcutt has been 
elected deputy-chairman of Barclays Bank 
(Dominion, Colonial & Overseas) in succes’ 
sion to the late Mr. Raoul Hector Foa. He 
is relinquishing the general managership of 
the bank, and Mr. Harry Robert Bradfield 
and Mr. Julian Stanley Crossley, assistant 
general managers, have been appointed gen- 
eral managers. 


WESTMINSTER BANK LimiTED. The direc: 
tors of Westminster Bank Limited have de- 
clared an interim dividend of 9 per cent. for 
the half-year ended June 30 on the £4 shares, 
and the maximum dividend of 6} per cent. 
on the £1 shares for the same period. The 
dividends (less income tax) were payable on 
August 1. 


== 
Savings banks of Salt Lake City, Utah 


have reduced interest on deposits to 2 per 
cent. 





The “Checkmaster Plan” for Small 


Depositors 


NOVEL and revolutionary new 
Ave designed for the small de- 
positor has been formally in- 
augurated in New York by The Na- 
tional Safety Bank and Trust Company 
in the so-called “checkmaster plan” 
which permits the depositor the privi- 
leges and conveniences of a checking ac- 
count without requiring a minimum bal- 
ance and without levying a monthly 
charge. Under the plan, the bank simply 
charges a commission of five cents for 
each item deposited and for each check 
issued. 

The custom among banks for years in 
handling small checking accounts has 
been to require depositors to keep con- 
stantly in their accounts a minimum bal- 
ance, usually from $200 to $500, and 
to levy a monthly service charge, usu- 
ally $2. The new “checkmaster plan” 
eliminates these requirements and allows 
no service charge other than the five 
cent per item commission. In addition 
to providing convenience hitherto be- 
yond the reach of the small depositor, 
the plan has been extended to handle 
the payrolls of business houses which, 
either because of the small number of 
employes or because paying by check 
has previously worked a hardship on 
the employes, have hitherto paid in cash. 
The sponsors of the plan point out that 
a payroll can be handled through the 
new checking account system without 
the necessity of guards for large 
amounts of cash and will work no in- 
conveniences on the employes, since sal- 
ary checks issued in accordance with the 
plan will be readily negotiable. The 
business which pays its employes by this 
method simply credits the accounts of 
each of the employes with their indi- 
vidual salary by making out a deposit 
slip with a carbon copy for each employe. 
These deposit slips are brought to the 
bank with one check covering the entire 
payroll. The bank keeps the original 


slip and returns the duplicate properly 
receipted. The employe receives the 
duplicate as proof that his salary has 
been credited to his account. 

The “checkmaster plan” is the con- 
ception of Alexander Efron, vice-presi- 
dent of The National Safety Bank and 
Trust Company, who brought the plan 
some time ago to Max J. Schneider, 
president, and Charles Richter, chair- 
man of the board. Both were enthusias- 
tic and the plan has been carefully 
worked out. It is planned to extend 
the service to the branches of The 
National Safety Bank, and other banks, 
both in New York and other cities, have 
already evidenced an intense interest. 

In pointing out the advantages of the 
plan to the depositor, Mr. Efron stated 
his belief that the handling of checking 
accounts was not actually a function of 
pure banking, but was rather a business 
service which, through the years, has 
come to be a function of the banks. 

“The carrying of the minimum balance 
has been all very well for the business 
man who had various interests to be 
served by the bank,” said Mr. Efron, 
“but it has denied the advantages and 
convenience of a checking account to 
the salaried man and woman. Banks 
heretofore have insisted upon this mini- 
mum balance and on the levying of a 
monthly fee for small accounts because 
they were forced to do so in order to 
obtain some sort of revenue, to permit 
them handling such accounts which ob- 
viously could not have been profitable 
of themselves. Under the new plan we 
have tremendously simplified the busi- 
ness of handling these accounts and have 
separated the “checkmaster” accounts 
from the regular commercial checking 
accounts of the bank. By such simplifica- 
tion we have made it possible for the 
bank to extend the convenience of check- 
ing accounts to anyone whether he de- 
posits $1 or $1000, and whether he issues 
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Riverhead Savings Bank, Riverhead, Long Island, New York. 


Charles A. Holmes, 


architect, 


New York—formerly oi 


Holmes & Winslow. 


one check or one thousand checks a 
month. 

“Another expense to the bank which 
we avoid under the ‘checkmaster plan’ 
is the practice of sending monthly state- 
ments and cancelled vouchers to the de- 
positors. The statements will be mailed 
to depositors every three months or will 
be furnished more frequently on request 
and payment of a minimum charge. The 
cancelled checks, the return of which 
has hitherto involved considerable ex- 
pense, will not be returned to depositors 
but will be held at the bank. This, we 
have been somewhat startled to discover 
inasmuch as it is a new policy, is a par- 
ticularly attractive idea to the depositors. 
Many of them have pointed out to us 
that cancelled checks, when returned, are 
frequently lost or thrown away after a 
short time. Depositors under the ‘check- 
master plan’ may obtain the cancelled 


checks at the bank at any time by pay- 
ing a minimum charge, to prove payment | 
of a bill or for any other purpose they = 
may desire. Obviously, the bank is a 
safer place to keep cancelled checks, 
which the average depositor may not 
require more than once or twice in a 
normal life time, than in a desk pigeon 
hole or drawer.” 

When he opens an account, the de 
positor under the “checkmaster plan” 
is given an account number which ap- ~ 
pears on each deposit he makes and each 
check he issues. Overdrawals or the | 
issuance of checks insufficiently covered ~ 
by funds on deposit are penalized $1. 
“The simple fact,” stated Mr. Efron, | 
“is that the new plan costs the depositor | 
less because he is not paying for other 
banking facilities—such as credit and | 
character references, loans, collections, ¥ 
etc.—which he may not need.” 





